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UNIFORM CLASSIFICATION IN FIRE INSURANCE.* 





The Paramont Duty of Companies.— Public Policy Demands Reform. —- Opposition and Ia- 


difference of Underwriters Must Be Met By Compulsory Classiiication. 


paramount duty of fire lusurance 
may be stated 


‘Lhe 
companies, at this time, 
as tollows: First, to devise and adopt 
some uniform system or plan of classifi- 
cation of fire hazards, to be used by all 
fire insurance companies doing business 
in the United States. Second, to provide 
for the combining of the experiences of 
said companies, giving us what may be 
called our ‘Combined American Fire In- 
surance Experience.” This should, in 
due time, give us sufficiently reliable data 
to enable us to place fire insurance rating 
upon a mathematical and scientific basis. 
It is certain that nothing else will! When 
we know, and the insurance officials 
know, the amount of gross premiums re- 
ceived by all -companies, for insuring 
each and every class of property, and the 
losses insurred thereon, respectively, we 
will have just what we now most need; 
and let me add, we will have something 
satisfactory, 
as the 


eminently conclusive and 


“on a which to go to the country,” 


politicians say. I propound no new pro- 





* From an addresa delivered before the Fire Und- 
erwriters Association of the Northwest. 


position: it is something’ that has for 


some years been strenuously urged by a 


number of our ablest and most experi- 


enced fire underwriters. But up to this 


time, unfortunately, the proposition has 


been treated with more or less indiffer- 
part of a 


ence on the majority of the 


companies. 
Probably there are some companies that 


may wish to keep to themselves what 


they may regard as the secrets of their 


business; they may have, or think they 


have somewhere, laying golden 
eges, 


would 


a goose 


Whose particular location they 
like to But in the 


run there is nothing to be gained by such 


conceal. long 
a policy; we are virtually all in the same 
boat and should pull together; and past 
experience shows that: no goose laying 
golden eggs for any company is permitted 
long to live. Some of us may be selfish 
enough in these days to wish that we 
had not only one such goose, but a dozen 
of them; but they are not protected by 
the game laws, and there would be no 
telling how soon they would be scented 


and bagged. 
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The practical question before us is, 
how can we make sure that the paramount 
duty referred to will be duly attended to? 
In my poor judgment, it will require 
more than moral suasion to induce ail the 
companies to fall into line; it will require 
the help of the lawmaking powers. I 
venture to suggest the following plan to 
meet the difficulty: Let some organized 
body of practical fire underwriters ap- 
point a commission composed of, say, 
three or five competent and experienced 
experts, to make a thérough study of the 
whole matter and formulate a system 
or plan for the uniform classification of 
fire hazards throughout the entire coun- 
try, with such modifications, as to certain 
States, as may be necessary in order to 
adapt it to the special conditions therein. 
This work having been accomplished, the 
next step should be to apply to the Legis- 
lature of some leading state—say the 
State of New York, the birthplace of the 
Standard Policy—for the 
law requiring all fire insurance compan- 
ies doing business therein, 
of the system or plan of classification 


passage of a 
to make use 
approved by said commission. As soon as 
practicable, steps should be taken to se- 
cure similar action in other States. The 
insurance officials in the several states 
should lend a helping hand in this good 
work. They show a propensity for re- 
quiring more and more information from 
insurance companies, in their annual re- 
ports; and there is nothing new that they 
can think of which will do so much good 
as what may be called ‘‘compulsory class- 
ification.”’ 


at Ft SH 


Legislation Must Be Sought. 


Experience shows that it will be diffi- 
cult, if not impossible, to secure the gen- 
eral adoption and use of a uniform sys- 
tem of classification, without compulsion 
from some quarter. The history of the 
New York Standard Policy is a case in 
point. The legislature of that state 
passed a law appointing a commission 
composed of three New York gentlemen 
versed in fire insurance, with full power 
to formulate a policy to be called the 
“Standard Fire Insurance Policy of the 


State of New York.’’ On the completion 
of the work, a duly certified copy of the 
policy ‘was required to be placed on file in 
the insurance department at Albany; and 
thereupon it was to be used in the 
State of New York. The commission per- 
formed its work, with results that we all 
know. Now, suppose that all the fire in- 
surance companies of New York had been 
permitted to have their say about the 
proper form of policy—the conditions to 
be inserted—and what would have been 
the result? Of course, nothing would have 
been accomplished. In this connection, 
I might mention the fact that a 
few years ago an effort was made to 
secure the adoption of a Standard Tornado 
Policy, to be used by all companies doing 
a tornado business. A committee was 
appointed, and in due time a form was 
unanimously agreed upon; but only a 
part of the companies have adopted it. 
It should be stated that any law re- 
quiring fire insurance companies to use 
a uniform system or plan of classifica- 
tion of fire hazards, should also provide 
for the time and manner of making re- 
ports to the insurance department of the 
State in which the law is in force; also, 
for the time and manner of consolidating 
or combining the information submitted, 
with the view of using the experience 
gained as a criterion for the proper rating 
of risks in such State. This information 
should be given in such a way as to 
make it an impersonal matter—no report 
to be designated as coming from some 
particular company. I need not discuss 
the details of such a law. Of course, the 
experiences of any one year will not fur- 
nish a sufficient guide for making rates; 
and it may be necessary to wait five 
years at least before attempting to pro- 
mulgate, with proper official approval, 
any standard by which rates are to be 
fixed. This will be a matter of easy ad- 
justment when we are once fairly under 
way. In this connection, however, I beg 
the privilege of saying that, in my poor 
judgment, it will be in “accordance with 
the eternal fitness of things” to classify 
the business done by States, so that the 
premiums collected for insuring the pro- 
perty in any one state shall be sufficient, 
as a rule, to pay the losses, taxes and 
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agency expenses in such state, together 
with a proper share of the expense of 
general management, leaving a fair mar- 
gin of profit. Each state has its own 
way of providing for the expenses of 
government—state and local—and _ the 
cost of the fire waste therein should be 
paid for by its citizens. In case of some 
of the smaller states lying contiguous 
to each other, or states and territories 
sparsely settled, it may be expedient to 
group two or more of them together for 
purposes of classification; and in the case 
of certain kinds of so-called special haz- 
ards, it may be wise to combine the ex- 
perience in two or more states without 
regard to their size or importance. But, 
as a rule, and especially in respect to 
most kinds of risks, I believe it sound 
policy to look to each state for sufficient 
revenue from fire insurance to pay the 
losses therein. Occasionally, it will be 
necessary to borrow from the revenues 
received elsewhere to pay extraordinary 
loses in some unfortunate state; but the 
sum thus borrowed should be sooner or 
later returned. Great conflagrations, like 
the burning of Chicago or Boston—cal- 
amities which happen only once or twice 
in a century—may form ah exception to 
the rule, being regarded as national mis- 
fortunes. The rule suggested seems to be 
just and equitable for these reasons 
among many that may be thought of: 
Under its operation those states that 
have valued-policy laws and other foolish 
laws, the tendency of which is to increase 
the cost of insurance, will reap their re- 
ward; which would be right. So, too, will 
those states whose towns and cities are 
lax in enacting proper building laws— 
that pay too little attention to proper 
safeguards in the electric wiring of build- 
ings, and in the storage and handling of 
dangerous explosives—that pay no atten- 
tion to the ferreting out and punishment 


of incendiaries, acting upon the theory 


that no one is to be benefited outside of° 


the insurance companies—be permitted to 
reap according to what they have sown. 
Those states, also, which impose unrea- 
sonable taxes and license fees; that au- 
thorize every little municipality (to say 
nothing of the larger towns and cities) 
to exact a heavy penalty for the privilege 


of doing business therein; that empower 
the courts to add a large penalty to a 
judgment that may be obtained against 
an insurance company; where jurors, 
owing to a vicious public sentiment, act 
upon the theory, in rendering their ver- 
dicts in insurance cases, that you can not 
hit an insurance company too hard, what- 
ever the facts of the case may be; those 
states, I say, which treat us more as out-~ 
laws than anything else, should be made 
to pay for the injury they inflict upon 
us. Let every tub stand on its own bot- 
tom! Let the experience in Missouri or 
Tennessee, decide as to the rates in those 
states respectively; and let the experience 
in other states, North or South, East or 
West, be applied in like manner. The 
State of Missouri, for one, is entitled to 
a prescription of this kind—a pauper 
state from the fire insurance standpoint 
and yet one of the most hostile to fire in- 
surance companies? It behooves this 
state to stand up and exclaim, in the 
words of Hamlet: “Beggar that I am, I 
am even poor in thanks!” 
eS 

Approximate Exactness Only Required. 

Whatever may have been the experi- 
ence of fire insurance companies in the 
past, or whatever may be the amount or 
character of the information any of them 
may possess at this time, it is manifest 
that we need such a system of classifica- 
tion as will, when the experience of com- 
panies has been combined, give us, as 
near as may be, the actual cost of insur- 
ing the different classes or kinds of pro- 
perty, with the view of fixing schedules 
of rates that shall have the stamp of at 
least quasi-official approval on the part 
of the state insurance officials. Having 
such stamp of approval—property-owners 
being reasonably assured that they are 
being fairly treated—the charges of 
robbery or extortion by fire insurance 
companies would cease, or produce little 
harm if made. Satisfy property-owners 
that we know, from combined experience, 
what it is worth to insure their property, 
whatever it may be—whether a dwelling 
house, a chair factory or a distillery—and 
that rates of insurance have been fixed 
according to actual experience, and we 
will remove a big stumbling block now 
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standing in our way. ‘Great is truth and 
mighty above all things,” saith the scrip- 
tures! No one dreams of securing abso- 
lute exactness in the rating of fire haz- 
ards, no matter what the teachings of 
experience may be; but that is no reason 
for not doing the best we can to satisfy 
the misgivings of property-owners as to 
the correctness of our methods, while at 


the same time we make sure that we get 
a fair price for the indemnity we sell. 
In matters of taxation generally (and 
fire insurance may be called a tax), there 
is difficulty in meting out equal and exact 
justice to all. Inequality in assessments 
is a subject of frequent complaint; and 
we can not expect to escape complaints 
in our business. 


HOW RISKS SHOULD BE CLASSIFIED BY LOCAL BOARDS 


“I am beginning to believe that if this 
business is ever to possess any general 
experience tables the local associations 
must get them together. And perhaps 
that is the best method of collecting such 
information. The local association, or its 
auxiliary patrol service, usually has in 
hand the compilation of the amount of 
insurance loss. To classify such losses 
would be a simple matter. The classi- 
fication of premiums would be a more 
troublesome undertaking. In Chicago we 
now report our premiums in bulk to the 
secretary of our association under a seal 
of confidence which has never been be- 
trayed. At the expense of a little addi- 
tional clerical labor, those returns could 
be classified before being reported. The 
experience on the $7,500,000 premium in- 
come of the city of Chicago would be of 
immense value. The combined experience 
of a number of large cities would be of 
inestimable value and go very far toward 
putting the business on an exact and 
scientific basis. 

“And now just a word about the need of 
experience tables. We take pride in a 
good schedule and yet what is a schedule 


to-day? 
Nothing more than a scale of charges and 
credits based upon the best unclassified 
experience obtainable. In Chicago we 
make a basis rate of $3.50 on a softwood 
worker, but we do not know that it ought 
not to be 3 per cent or 4 per cent. We 
make a careful discriminating and com- 
posite estimate. But it is an estimate; 
nothing more or less when we are done. 
“In our mercantile schedule for ordinary 
construction buildings we lay down the 
broad proposition that a standard build- 
ing 50x100 feet and four stories high is 
worth 40 cents, but we can not prove it. 
We say that a retail dry goods stock is 
worth 50 cents more than the building, but 
if some one said it was worth only 40 
cents he might have just as good right to 
his opinion as we have to ours. We are 
not able to prove our own assertion or dis- 
prove him, and vice versa. Our business 
without schedules can be compared to a 
boat without a rudder, but it is honest to 
complete the comparison and acknowledge 
that our schedules without experience 
tables are quite as uncertain as a rudder 
without a compass.’’—Clarence S. Pellett. 


under the practice obtaining 
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Causes For the Decline in the Earning Power of the Compantes.— Rates of Interest and Ex- 
pense.— Dividends Paid are not Always Earned. 


BENJAMIN F, 


BROWN. 


Itisa matter of common knowledge to 
all conversant with affairs of life insur- 
ance that the changing economic condi- 
tions of late years have seriously affected 
the earning power of the companies, nec- 
essitating the gradual reduction of former 
dividend scales and, later, the general 
adoption of higher standards of reserve 
for subsequent policy issues. Probably 
there are few, however, who realize the 
extent of the impairment, within a com. 
parativly brief period, as a result of the 
continued decline in interest, in conjunc- 
tion with the increased cost of conducting 
the business. 

This subject has lately taken on an 
added importance in view of the recent 
introduction of what may be characterized 
as “ultra-liberal’’ guarantees into the new 
policy contracts of many companies. Of 
this much discussed innovation suffice it 
for present purposes to say: that while 
undoubtedly it serves a purpose in popu- 
larizing life insurance and facilitating its 
sale, the fact is self-obvious on the other 
hand, that just in proportion to the degree 
of “‘liberality’ and the extent it is availed 
of, must be the extra draft upon resources 
and corresponding increase in cost to the 
persistent policy-holder; who, in fact, in 
the long run must “pay the freight.” 

In the foregoing connection it will also 
be borne in mind that for many years to 
come, the old four per cent. contracts are 
to constitute necessarily the great bulk ‘of 
all outstanding obligations on the com- 
panies’ books. Altogether, it would seem 
that the time is especially opportune for 
consideration of the facts and figures 
which follow. 


Let it first be noted that in the years 
1899-1900 the 
reached the lowest and expenses the high- 
est average marks in the history of ex- 
isting companies. Dealing first with the 
interest 1895—going no 
further back—the average rate of interest 
earned by the 28 companies included in the 
accompanying exhibit has suffered a de- 
cline of 30 points, from 4.99 to 4.69 per cent. 
to wit. Anyone sufficiently interested to 
follow the figures from year to year, mul- 
tiplying mean ledger assets by points of 
declination, will find that the drop in rates 
in this short period represents a shrinkage 
in earnings to the amount of $11,530,000,* 
of which sum he will further find that the 
share of the last two years was $7,260,000, 
or 63 per cent. of the total. Even as com- 
pared with 1898 the shrinkage in these 
years amounted to the respectable sum of 
$3,757,000, equal to about nine per cent. 
of the dividends actually paid. 

In these several amounts, any one of 
which would have made a comfortable ad- 
dition to dividends, we have a concrete 
illustration of the potentiality of declining 
interest as a single factor of decrease in 


current rates of interest 


factor:—Since 


earning power. 


se 


The Increase in Expenses. 

As regards specifically the 
years, an at least equally potential factor 
has been the simultaneous increase in ex- 


last two 


*Naturally this loss falls mainly upon companies 
whose rates had been noeaey much above the 
average, others being but slightly or not at all 
affected, while several were actual gainers. ‘See 
March number of this journal for individual com- 
pany and mean rates during the period in question.) 
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penses. The reader may need reminding 
here that expense cost proper in life in- 
surance comprises two distinct and wide- 
apart classes, to wit (a) the initial ex- 
pense, or cost of procuration, covering all 
first year outlay, and (b) the cost of car- 
ing for old business, the former being, per 
thousand assured, many times in excess of 
the latter. From this it will be seen that 
no fair comparison can be made with pre- 
vious years, or as between companies, 
without taking into account the varying 
proportions of new business. This will ex- 
plain what might be otherwise confusing 
in what follows. 

During several years prior to 1899 expen- 
diture had been running on the average 
with remarkable evenness, and seemed to 
have reached a safe limit. The mean rate 
for the four preceding years (1895-98) in 
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25 of the 28 companies (industrials not 
considered) was $9.22 per unit (1,000) of 
outstanding business, with a new business 
ratio of 149 per unit of mean old. In ’99 
the rate mounted to $9.84, the highest ever 
recorded, new business ratio 174. In 1900, 
singularly, the rate was precisely the same 
but with the slightly reduced new bus!i- 
ness ratio of 171. 

In this connection the following classifi- 
cation, showing the extraordinary range 
of expenditure merging in the general 
mean, may serve to point a moral if not 
adorn a tale. The final column, giving the 
true basis of comparison, shows that while 
nearly two-thirds of the companies are 
more or less below the average, the re- 
mainder exceed it by margins which rep- 
resent in themselves more than $3,150,000 
of clearly excessive expenditure.* 


| 
| 


Expenses. 
Cost per 1000 
Aseurance. 
Scale of New Busi. 
ness per 1000 Mean 
by New Business 


Cost as Differenti- 
Eq uation.t 


Ratio of Expense 





$ 

66,280 
773,557 
161,667 
1,474.733 
1,512,029 
1,221,375 
371,288 
61,084 
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8.57 
9.25 
10.16 
11.36 
12.44 
16.57 


MOH DOCOMO wy 
sas 
oo 


— ee 
aSohR& 
me DAAS 


1,011,879 





6.242.013 
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61,399,219 





*Atsurance and investment; including taxes, stock dividends in excess of earnings of capital; excluding 


annuity commissions and all P. & L. items. 


{Covers only business subject to first year expenses. 


TOn basis of $171 new to old. 





What the considerable advance in the 
rates of 1899-1900 means in the way of in- 
creased expenses is easily ascertainable. 
Differentiation of the rate for the period 
*94-98 on the higher new business bases 
of the two succeeding years gives a com- 
parative rate of $9.47 per unit. As ap- 
plied to the joint totals of outstanding 
business the apparently trifling difference 
of 37 cents in the respective rates means 
a relative increase of $4,450,000. This sum, 
however, includes disbursements for war 





*For individual company rates see ‘Analysis of 
Life Insurance Expenses in 1900” (of which this 
is an abstract) June number of this journal. 





taxes to the amount of $1,035,000. After 
deducting this there remains an expendi- 
ture of $3,400,000, for which there is appar- 
ently nothing to show in offset. Nor must 
it be supposed that the above-referred-to 
minority of companies is largely responsi- 
ble for the increase. On the contrary 
theirs is but a relatively small proportion 
of the total, though, for obvious reasons, 
the fact is not greatly to their credit.* 

To sum up finally: it has been shown 





*In this connection it isfonly fair to say that the 
increase above noted is to a considerable extent 
apportionable among companies which had pre- 
viously maintained rates that in a present view 
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that within the short space of five years 
declining and 
penses are together responsible for a re- 
duction in the net earnings of the com- 


interest increasing ex- 


panies in question by an amount not far 
short—leaving war taxes out of question— 
of $15,000,006. attention is 
drawn to the fact that these 
have been operative in the last two years 
to a degree perhaps never before exper- 
ienced in a like period, as evidenced by a 
relative shrinkage in earning power rep- 
resented in a sum exceeding ten and one- 
half millions as compared with 1895, and 
seven millions as compared with 1898. 

I submit the foregoing facts and figures 
without comment, leaving it for whom it 
may concern to judge of what, in com- 
bination with another named contingency, 
may be their bearing or significance in re- 
lation to the future. 

se 
Explanation of Table. 

Passing now to the accompanying ex- 
hibit on page 176, it should be explained 
for the information of those unfamiliar 
with the writer’s methods, that the items 
in 3d column are in no way dependent as 
regards accuracy upon those of the two 
columns preceding. The item “surplus 
earnings’—meaning profits that accrue 
from purely assurance sources—has for its 
starting point the year’s gain of surplus 

(last column but two). From this is 
eliminated all incidental gain or loss by 
investments or otherwise, and to the bal- 
ance so obtained is added the sum of 
dividends payable during the year, the 
result being an absolute reflex of the offi- 
cial report. The items in 2nd column are 
simply the differences between those of 
1st and 3d and depend as to accuracy upon 
the former as given in the “Gain and Loss 
Exhibit’? of the Connecticut report. This 
will serve to correct a not uncommon mis- 


Furthermore, 
conditions 


apprehension. 
The total surplus earnings in 1900 as per 


footing of third column, were $37,217,851. ~ 


While relatively below the average of pre- 
ceding years this sum exceeds the total 
of 1899 by more than five and one-half 





would be considered abnormally low, and which 
for that matter, are still of the lowest. The curious 
in such matters will find complete individual com- 
pany records for the period 1894-1899 inclusive, on 
the lines of above exhibit in the writer’s ‘Complete 
Digest,” etc. (Spectator Co., N. Y.,) pp. 70-82, also 
‘Method of Differentiation,’’ p. 69. 
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what has 
will doubtless surprise 


millions of dollars. In view of 
gone before this 
the reader, but the explanation is simple. 
Due largely to a mortality rate of $13.70 
the 


highest for many years, and in minor de- 


per mean thousand of assurance, 
gree to causes hereinbefore set forth, the 
earnings of ‘99 were not only less in 
amount than for several preceding years, 
but less relatively than in any year of the 
writer’s records, extending back to 1875. 
The reaction in mortality that frequently 
follows an unfavorable year manifested 
itself last year in the exceedingly favor- 
able rate of $12.49. The difference of $1.21 
accounts for a relative saving of about 
$7,250,000. Against this there was a rela- 
tive loss in interest of $1,620,000. Thus 
is accounted for the apparently. large gain 
above noted, leaving the combined earn- 
ings of the two years, however, still rela- 
tively much below the average of years 
immediately preceding, as a result of the 
conditions aforesaid. 

Altogether this exhibit presents a more 
than usually interesting study in view of 
what has preceded. In not a few instances 
evidences of reduced earnings are plainly 
visible. In comparing dividend appor- 
tionments with earnings it will be borne 
in mind that the former relate to the 
earnings of the preceding, not the current, 
year. The fact remains, however, that 
apparently from reluctance to inaugurate 
a change of scale, or possibly in the hope 
of improved conditions, several companies 
have been paying dividends in excess of 
legitimate earnings for three or four years 
past, such overpayments in more than one 
amounting to hundreds of 
Owing, however, to 


instance 
thousands of dollars. 
the extroardinary appreciation of securi- 
ties which has been going on throughout 
the period these overdrafts have as yet 
cut little or no figure in reducing surplus 
in the case in point. As a general propoi- 
tion in this connection it may be sug- 
gested that intangible and unproductive 
gains by appreciation, however grati- 
fying in their way, are but an indiffer- 
ent substitute for hard cash withdrawn 
from surplus for merely sentimental rea- 
sons, especially under such conditions as 


have been cited. 
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AGENTS ASSOCIATIONS AND THEIR AIMS. 





A Significant Statement Concerning the Movement,— Companies Warned as to Its Purposes and 
Called upon to Resist Its Progress.—Its Leaders Attacked and Their 
Motives Impugned.—Comment by the Editor. 





Since the convention of the National As- 
sociation of Local Fire Insurance Agents 
there has appeared in a New York insur- 
ance periodical an article deserving of at- 
tention, not because of its intrinsic merit, 
but because the editor of the publication, 
in aecordance with its established policy, 
has sought to voice the views of the pa- 
trons of his enterprise, which in this case 
comprise, almost wholly insurance com- 


panies. We do not for this reason criti- 
cise the editor. We merely state the fact 
which alone makes the article worthy of 
attention. We accept it as an attempt by 


the editor to give public expression to the 
views of company managers with whom 
he has discussed the agency movement. 
The article from the “Vigilant” is as fol- 


lows: 





“THE LABOR UNION 


IN FIRE INSURANCE.” 





The leaders of the Federation of Labor 
and the Amalgamated Steel Workers are 
the exponents of organized labor in this 
country. They prate of the importance of 
“organization” and impress upon their 
followers that in union there is strength. 
They have a new recruit in the president 

of the Niational Association of Local 
agents and his followers who are also ad- 
vocates of organization. It may be a mis- 
nomer to treat these men as “laborers” 
in a large sense, but they nevertheless 
embody in the plans of their association 
as much of an “organization” to force their 
ideas upon the companies as do the toilers 
in shop, mine and mill. They claim inde- 
pendence, but underneath this claim one 
may see that they realize that their real 
position is that of an employee, and that 
the companies are their employers. To 
make them to deal more forcibly, and se- 
cure by strength in numbers what they 
lack in the compelling power of individ- 
ual merit, they have organized an associa- 
tion and are seeking.to enforce their doc- 
trines upon the companiés—the old prob- 
lem of employee vs employer. i 

This association of agents held its an- 
nual convention at Put-in-Bay, on Lake- 
Erie this month and went through its 
usual programme of swearing allegiance 
to the interests of its members—giving 
some good advice to the unfaithful agents 


—and declaring that the objects of the as- 
sociation are holy, pure and unselfish and 
are incidentally beneficial to the compan- 
ies. There were reports and speeches and 
resolutions. The latter reiterated the 
principles of the past, but took advanced 
ground in two particulars. The first is a 
rebuke to rate-cutting and proposes to 
expose the guilty companies. The asso- 
ciation was afraid to tackle the matter 
from the proper standpoint. Why were 
rate-cutting agents omitted? Cut-rates 
originate with agents. The companies 
never cut rates of their own volition; the 
real guilt lies at the agent’s door. This 
wise association ignored this very simple 
point, but conveyed the impression by the 
resolution that it is only the companies 
which are guilty. This is a specimen of 
the inner conscience of the ‘agents. The 
other advance step was to rebuke over- 
head writing by agents outside of their 
own territory. The president’s address 
paved the way for this declaration and a 
more transparent piece of humbug was 
never offered to a body of sensible men. 
Out of three hundred agents assembled in 
this meeting two hundred and seventy- 
five are ready, if occasion offers and their 
companies consent, to write in their neigh- 
bor’s territory within twenty-four hours 
after reaching home. 

We predicted the re-election of Mr. 
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Markham as president. The companies 
are not deeply concerned in the matter of 
his election. They are concerned that 
agents as a new factor in “organized la- 
bor” are such ninnies as to imagine that 
their employers do not comprehend that 
their own failure to posses or exercise any 
power to carry out their own decrees ren- 
ders their legislation worthless save as a 
sentiment. 

The Agents National Association is a 
rope of sand; put a strain upon it and it 
will break. It is composed of a number of 
agents who imagine vain things and en- 
joy the pleasure of passing 
that are valueless. 

The 
mischief unless 
fully in 


resolutions 


organization of agents means 


met firmly and man- 


its slow but steady encroach- 


EDITORIAL COMMENT 


It is not possible to say how accurately 
the editor of the ‘‘Vigilant’ has gauged the 
its patrons, how exten- 


opinions of nor 


Sively those views may. be entertained. 
But of this we may be certain: It express- 
es with reasonable accuracy the views of 
some company managers. Furthermore, 
the would not have been pub- 
lished had not the 
pressed views with which the majority of 
It is not 
our purpose to discredit its object, or criti- 
cise On the 
contrary, by calling attention to the facts 


article 


editor believed it ex- 


his patrons would sympathize. 
the motives of the editor. 


Wwe expect to give a force and meaning to 
the article which it would not otherwise 
possess. 

No movement in fire insurance in recent 
years has been fraught with such signifi- 
cance or has contained such enormous 
possibilities as the agency movement. We 
have not, as yet, observed any action on 
the part of the National Association or the 
State associations as a whole, which can 
be regarded as an evil menace to anyone 
-Tendencies in 
appeared, but they 
The movement has 


engaged in the business. 
this 
have not prevailed. 
been guided and developed with extraor- 


It has brought the 


direction have 


dinary intelligence. 
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ment upon the rights of the companies. 
The protestations of loyalty to the com- 
panies on the part of the agents are as 
hollow and insincere as the oaths of fi- 
delity taken by the employes of the Steel 
companies—to be broken at will. The 
agents are loyal to the companies only so 
far as their interests are linked together, 
but when the companies decline to sub- 


mit to the demands of the agents, the in- 


tention is to use the National organiza~- 
tion to enforce such demands—in a single 
sentence—to proceed as the strikers pro- 
ceed now by preventing other agents from 
It will 
be a happy day for the managers when 


serving the resisting companies. 


their eyes are opened to both possibili- 
ties and probabilities in this connection. 


ON THE SITUATION. 


best men to the front ;not those who were 
the most radical, but those of reasonably 
conservative tendencies and well balanced 
ambitions. 

From its inception the movement has 
been inspired by a desire to protect and 
the self-interest of the local 
The action of some of the com- 
panies has rendered the movement essen- 
tial as a matter of self-preservation. As 
in the case of the industrial labor move- 
ment, the agency organizations represent 


promote 
agent. 


a conviction upon the part of local agents 
that their interests as employees, demand 
the united power of association as an effi- 
cient defence against company managers 
who, in the absence of such an organiza- 
tion, have unduly disregarded those in- 
terests. 


SK SH 
Likeness to Labor Unions. 


It is true that the agency movement, in 
its essential particulars, is caused by the 
same motives of self-interest which have 
led to the growth and development of or- 
ganized labor. This is not a fact of 
which the representatives of the American 
Agency System need be ashamed. It is 
not a discredit to local agents that they 
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are, in the highest and broadest sense, 
laborers, nor that they chance to be em- 
ployees moved by a common impulse to 
defend their rights and promote their in- 
terests by means of organization. 

But the local agents may well congratu- 
late themselves that they have had the 
intellectual foresight to avoid mistakes 
which have so often made the labor 
unions obnoxious in the eye of public 
opinion, and prevented them from truly 
serving the self-interest of the laboring 
man. The criticism of the labor move- 
ment is that it has too frequently sought 
to enforce its demands upon employers by 
coercive measures and extreme action. 
The policy of conciliation, compromise 
and conference with employers has been 
too frequently disregarded. In this re- 
spect the record of the agency movement 
is, on the whole, clear. It has not sought 
to coerce, but rather to confer. It has con- 
fined itself mainly to the declaration of 
principles designed to protect the self-in- 
’ terest of the local agent against the undue 
encroachment of company managers. It 
has always shown a willingness to engage 
in conference with the companies before 
taking radical action. If these confer- 
ences have not taken place, or have been 
ineffective, the fault is, in part at least, 
due to the attitude which some of the com- 
pany managers have assumed in regard 
thereto. 


A KS SF 
Mutuality of Interest. 


The article which we have quoted seeks 
to discredit the agency movement by com- 
paring it with labor organizations, and to 
minimize its importance by ascribing to 
local agents the same desires and motives 
which have prompted the American la- 
boring man to co-operate for the purpose 
of improving his own condition. Some 
underwriters have conceived that the 
agency movement was justifiable only so 
far as it might be used by companies for 
the purpose of promoting their business 
interests. This position is founded on the 
broad assertion that the interests of the 
companies and the agents: must always 
be one; that what promotes the interests 
of the company must promote the inter 
ests of the agent. 

As a broad statement, this is perfectly 


sound. All human interests are mutual in 
their finai analysis, but the practical ap- 
plication of this truth depends entirely 
upon the point of view. The company 
manager may hold mutuality to mean that 
what he conceives to be proper for the 
company must of necessity be right for 
the agent; or, on the other hand, the 
agent may hold that what he thinks is 
proper for the agent must of necessity be 
right for the company. The views of the 
two may be absolutely diametrical and 
yet each from his own point of view is 
right. 

It would not be well in the interests of 
progress for either the employer or em- 
ployee to have absolute power to say 
what is best for the mutual interest of 
both. Each party to the transaction 
should have a voice in the settlement of 
terms, and inasmuch as the companies 
have found it expedient to co-operate in 
enforcing the views which they hold to 
be for the best interests of all who are 
engaged in the business, it is equally 
proper for the agents to organize for the 
purpose of securing the adoption of those 
measures which they believe to be for the 
best interests of the business as a whole. 

Where there is a difference of opinion 
the question arises, Shall it be peace or 
war between the conflicting interests? In 
our opinion there can be but one choice. 
Peace is the one thing to be secured, and 
that peace and harmony and good feel- 
ing, coupled as it must be with comprom- 
ise and concession, we have sought to 
promote unceasingly. The article quoted 
however, is practically a statement to 
the effect that some of the company man- 
agers do not want peace, but war, and 
that, recognizing the agency movement, 
like the labor unions, to be a protective 
organization to promote the self-interest 
of employees, they propose to stand in a 
position of armed resistance to its prog- 
ress and success. 


ese Ss 
Where do the Companies Stand? 


We hope the editor of the “Vigilant” is 
mistaken in interpreting what he supposes 
to be the opinions and desires of his pa- 
trons. If the labor unions have made mis- 
takes which have cost them dear in their 


relations to their employers, it is like- 
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wise true that the employers have made 
mistakes which have been similarly iatal. 
is it wise for the managers of fire in- 
surance companies (recognizing as they do 
the growing strength of the agency organ- 
izations, a recognition which is most pos- 
itively accorded in the article we are dis- 
cussing) to stand in an attitude of antag- 
anism to the movement? Will they pro- 
mote their permanent self-interest by so 
doing? Have the agents in their organ- 
ized capacity made demands upon the 
companies which are so unreasonable that 
they cannot be met? Has the time yet 
arrived when the companies can wisely 
and truly say to the agents, We cannot 
meet you half way upon any proposition? 
Do the companies desire to promote peace 
and harmony or do they prefer war and 
discord? Which is the best policy for 
them to pursue? Which will make the 
business better and easier to transact, 
and more profitable? What do they fear 
in the agency movement,—merely that it 
is strong enough to enforce just demands, 
or that it is disposed to use its power 
to enforce unjust demands? Will the 
agents be any less likely to resort to ex- 
treme measures if the companies assume 
a positive attitude of antagonism and non- 
conciliation towards them? 

We ask these questions in good faith, 
with a desire to promote as wide a degree 
of harmony and concession between the 
conflicting interests as is possible. We 
do not wish either to over-estimate or 
under-estimate the situation. The simple 
fact is that the agency movement today, 
next to the company organizations, consti- 
tutes the most powerful factor in the bus- 
iness. Its future growth and progress is 
merely a question of good judgment and 
discretion upon the part of the agents 
themselves. Their mistakes have been 
few, probably fewer than those made by 
rompany organizations. The question 
now is, what attitude shall the companies 
take towards their organized agents? 


se 
A Broader Outlook Needed. 


The problem is one of new conditions, 
which past conceptions regarding the re- 
lations of companies and agents will not 
fit. The time has arrived, when, in our 
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opinion, broader ground should be taken. 
We conceive it but natural, and not alto- 
gether a subject for criticism, that the 
companies should not be inclined, in the 
early stages of the movement, to give it 
undue encouragement or over-enthusias- 
tic endorsement; but it is probably true 
that any opposition to the agency move- 
ment which has not been well founded, 
has promoted, rather than hindered its de 
velopment. While a well defined attitude 
of antagonism and opposition to the agen- 
cy movement might check its growth for 
a time and seriously interfere with the 
progress which it has enjoyed, yet we feel 
satisfied that in the long run this opposi- 
tion would but result in increasing its 
strength and prestige. 

As the situation stands at present, there 
is absolutely nothing which should pre- 
vent the managers of the companies from 
meeting their agents in conference for the 
purpose of compromising with them upon 
some of the important problems which 
both company and agency associations 
have sought to solve. It is absolutely es- 
sential, that in participating in such a cor- 
ference a purpose should prevail upon 
each side, not to insist that its point of 
view alone shall prevail, but that a com- 
plete and effective compromise of conflict- 
ing views be reached. These are the con- 
ditions which alone will promote honor- 
able peace, and there is to us satisfactory 
evidence that the majority of company 
managers believe that, as a broad business 
policy, it is better to meet the agents half 
way than it is to draw a sharp line of an- 
tagonism and promote a conflict. 


se 
Purpose of the Agency Movement. 


It is important however that those en- 
gaged in the business should not deceive 
themselves about the agency movement. 
Its inspiring purpose is a desire to protect 
and promote the self-interest of the local 
agent. The only question for the agency 
associations to decide is how they can 
best promote that self-interest; whether 
by an extreme policy of. coercion and an- 
tagonism, or by a more moderate policy 
of conference and concession. Those in- 
derwriters who have conceived that the 
sole function of the agency associations 
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is to work in co-operation with the com- 
panies and operate under their direction 
are mistaken. Their conception of the 
facts and conditions has been at fault. 
Were they right in this conception there 
would be absolutely no necessity for the 
agency organizations. The work of the 
companies could be just as effectively ac- 
complished without them. 

The agency movement was started be- 
cause the local agents needed it to pre- 
serve the American Agency System, and 
this has been its first aim. But the agents 
have wisely sought to co-operate with the 
companies, because they believed that 
while the success of the movement de- 
pended primarily upon the fidelity with 
which it protected and promoted the self- 
interest of the agent, it also depended in a 
very important degree upon the endorse- 
ment and approval of enlightened com- 
pany managers. We are satisfied that the 
agents have won that approval by their 
conservative and considerate attitude. We 
are equally satisfied that the views ex- 


pressed in the article republished are those 
of a minority, and that the attack upon 
the sincerity of those who have done so 
much to place the National Association 
upon a firm foundation is not widely en- 
dorsed. Nevertheless, the views ex- 
pressed in the article represent a kind of 
opposition which the agency associations 
must meet and which will tend ,to prevent 
them from progressing as rapidly as they 
desire toward the reforms for which they 
stand. It is a kind of opposition which 
will test their capacity to meet the situa- 
tion with a dignity and equanimity which 
will disarm the suspicion of those who 
have honestly misjudged the cause, and 
neutralize the enmity of those who seek 
to destroy. A position of moderation and 
toleration must always command the sup- 
port of broad minded underwriters, and 
that support is worth vastly more to the 
success and permanency of the movement 
than the meting out of retaliatory meas- 
ures to its enemies. 





REVIEW OF 


THE MONTH. 


FIRE INSURANCE. 


Scientific Fire Rating. 


During the past month the progress in 
fire insurance toward more scientific meth- 
ods, especially with the 
making of rates, has been given unusual 
emphasis. This is true not only as regards 
academic discussion but practical action 
on the part of underwriting organizations. 
At the recent meeting of the Fire Under- 
writers’ Association of the Northwest, the 
problem received an astonishing amount 
of discussion. Some of the most import- 
ant matters of legislation passed upon at 
the annual meeting of the Western Union 
tend to promote and strengthen the move 
ment toward scientific methods. 

Scientific fire rating,—more particularly 
as it relates to the use of schedules and 
classified statistics, together with its ef- 
fect upon public opinion,—has for years 
been tentatively discussed, but only within 
the past year or two has it become an 
issue in fire 


in connection 


insurance. It may be said 
also, that only within a year has it gained 
such strength as to give promise of early 
The agita- 
tion which for years has been so slowly 


results of a positive nature. 


progressing, has suddenly gained a won- 
derful indicating that while 
the fire underwriters of the country have 
not said much in regard to the matter, 
they have been devoting much studious 
attention to it, thus preparing themselves 
for the changed conditions which are cer- 


momentum, 


tain to come into vogue. 
& & 5 7 
Progress Toward Classification. 


We feel justified in repeating at this 
time some remarks which were made by 
the editor of this magazine before the Fire 
Underwriters’ Association of the North- 
west a year ago, touching the general 
situation in respect to scientific under- 
writing. We do so because what was then 
said not only forestalled in a measure 
what has since occurred, but because it 


U 


applies with some emphasis to the condi- 
tions as they exist today:— 

‘“‘Without presenting many of the argu- 
ments which may be advanced in favor of 
combined classification, and admitting the 
practical objections thereto, I am strong- 
ly of the opinion that the future prosperity 
and success of fire insurance demands and 
will result in substantial progress toward 
a quasi-scientific method of ascertaining 
the cost of insurance. 

“No observer of current events and ten- 
dencies in fire insurance can fail to be 
impressed by the fact that we seem to be 
rapidly moving forward in this direction. 
Within the past year or two public opin- 
ion in fire insurance has crystalized about 
this particular problem, and recent de- 
clarations indicate that among the agency 
forces, aS well as company officials, the 
sentiment in favor of an equalization of 
rates, by means of intelligently applied 
schedules and experience tables, is stead- 
ily growing. We need not analyze the 
causes which have lead to this gratifying 
condition, but we may well congratulate 
ourselves that out of the present dis- 
tressing state of the business,—out of the 
depressed rates, heavy losses, and adverse 
legislation,—we are likely to see some 
practical measures taken to meet existing 
deficiencies. This distress is so acute, 
the legislative outlook for the coming year 
is so ominous, that it would be unfortu- 
nate indeed if the responsible underwrit- 
ers should fail to strengthen their de- 
fences at the weakest point. 

“I believe this critical period will not 
pass without some progress toward the 
desired goal. To the West, rather than 
to the East; we look for the most rapid 
strides. The Western underwriter is, as a 
whole, more advanced than his brother of 
the East. I do not make this statement 
by way of critical comparison, for, though 
born in the West, I have been bred among 
conservative Eastern institutions, and be- 
lieve in its best men and endorse its best 
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principles; but I do recognize that the 
germs of progress multiply faster in the 
West than in the East. And while we 
may expect the Bast, rich in past exper- 
ience, to act as a governor, may we not 
likewise ask the West to supply the 
steam. Between these two modifying in- 
fluences it ought to be possible to formu- 
late such a simple, practical, and compre- 
hensive plan for ascertaining the cost of 
insurance, as will furnish both companies 
and agents with a much-needed weapon 
legislation. 


of defence against adverse 
This need is a practical, all-important 


one; it but remains for fire underwriters 
to demonstrate their strength and to 
prove that they are capable of meeting 
and sustaining the grave responsibilities 
with which they are thus confronted.” 


& & & 
Theory and Practice. 


At the annual meeting of the Fire Un- 
derwriters’ Association of the Northwest 
in September, the principal speaker was 
Mr. John F. Downing of Erie, Pa. The 
whole burden of his remarks was devoted 
to emphasizing the practical need of mort 
scientific methods in fire 
only because it would make the business 
better and more profitable for those en- 
gaged therein, but because it was abso- 
lutely necessary in order to meet the de- 
mands of public opinion. Mr. Downing 
was particularly emphatic regarding the 
desirability of using combined statistics 
in the application of rates. That portion 
we are republishing elsewhere in this 
Other speakers before the asso- 
in their 


insurance, not 


number. 
cation were equally strenuous 
plea for an equalization of rates through 
the medium of properly devised schedules 
and an intelligently applied classification. 

These remarks related purely to the 
theoretical side of the situation; but upon 
the practical side’ we desire to call par- 
ticular attention to the recent legislation 
of the Western Union, which in three im- 
portant respects indicated the purpose of 
that organization to apply itself to the 
task of equalizing rates and introducing 
more scientific methods in the business. 
The legislation referred to is:—first, a de- 
termination of the Western Union to apply 
new schedules which have been designed 


to increase rates upon unprofitable class- 
es; second, its evident intention to reduce 
rates upon so-called preferred classes; and 
third, its creation, or more strictly re- 
creation, of a statistical committee whose 
function is to collect and collate statistics 
relating to fire losses which will enable 
the associated companies to act with 
greater intelligence with reference to the 
rate question. 


s+ se SS 
New Union Schedules. 


We direct attention to these facts not 
because the action taken by the Western 
Union is in all details to be commended, 
but because taken as a whole it is an im- 
portant indication of tendencies which 
are sure in the future to produce impor- 
tant results. The new schedules which the 
governing committee of the Western 
Union, after more than a year of consider- 
ation, has presented to the Union for 
adoption, and which that organization has 
finally concluded to accept, have been and 
still are, the subject of extended criticism 
as to details. 
the schedules 


friction, and an attempt to apply them 


It was not anticipated that 
could be enforced without 


has already met with an opposition which 
must be overcome before the purposes of 
the Western Union can be made effective. 
We do not undertake to say whether the 
Western Union’s new schedules, particu- 
larly its mercantile schedule, is the best 
that might have been produced. We are 
aware that in some respects, particularly 
in reference to basis rates, it differs from 
the so-called Universal schedule, which 
in a modified form has been applied suc- 
cessfully to some sections of the country. 
Furthermore, it may be true, as claimed 
by some of the critics of the new sched- 
ules, that they will eliminate 
the present ratio of loss, but will create 
such a high ratio of profit on the classes 
concerned, as to create conditions as bad 
if not worse than those which at present 
exist. On the merits of tliis contention we 
do not feel competent to pass. We take 
it, however, that the point of real signifi- 
cance in the whole situation is, that the 
principle of schedule rating,—which is pre- 
eminently equitable as a system of estab- 
lishing equal charges upon different risks, 


not only 
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—is recognized as so essential as to lead 
to an attempt to give it such wide ap- 
plication as the Western Union now pro- 
poses. Let the schedule be as defective as 
it may, the fact that it is a schedule, and 
that the essential principle of equal 
charges and deductions for equal defects 
and 
itself enough to warrant the assumption 


improvements is maintained,—is of 


that fire underwriting interests have taken 

a long step along the line of progress. 
se 

Preferred Rates. 

The conviction is steadily gaining ac- 
ceptance in fire insurance that the pre- 
ferred risk must go; that ultra profitable 
classes must, so far as possible, be elimin- 
ated; that the maintenance of rates on any 
class of risks which is too high is not only 
unjustifiable from the standpoint of in- 
surance economics, but unwise as a meas- 
ure of public policy, and is likewise re- 
sponsible for many of the unsettled evils 
of the business. Reform in this direction 
has been steadily resisted, not perhaps 
without a certain amount of justification, 
particularly in view of the fact that the 
companies have felt compelled to carry so 
many other classes at unprofitable rates. 
It is no small matter to ask a company 
which has a quarter or a third of its busi- 
ness vested in preferred risks, as is the 
case with some of them, to deliberately 
consent to have a portion of this income 
cut off. 

It will probably be too much to expect, 
or to ask, that the reform which is now 
deemed essential shall be made imme. 
diately effective in all parts of the coun. 
try, or upon all classes at once. The 
change,—in response to a demand from 
far-sighted managing underwriters and 
local agents, as well as to the self-interest 
of those companies which have heretofore 
resisted the progress of reform,—will be 
gradual. The position taken by the West- 
ern Union in respect to preferred rates in 
the state of Iowa is forced by the imme- 
diate exigencies of competition, and in 
creating a condition of open rates the 
Union has assumed a much more drastic 
method of handling the situation than is 
approved by a substantial body of under- 
writers, 


The opening of rates for the purpose of 
meeting competition is extremely unpop- 
ular, particularly with local agents; 
furthermore, it is essentially unscientific. 
Nevertheless, the cause of reform in ra- 
ting methods has gained something by the 
fact that the Union recognizes the futility 
of maintaining ultra profitable rates upon 
preferred business in the state of Iowa. 
Open competition is objectionable because 
it justly excites the hostility of local 
agents and makes it necessary for the 
companies to recoup their losses met dur- 
ing the period of open rates by future ad- 
vances which tend to excite public hos-~ 
tility. We believe it would be better for 
the Union to adopt the less drastic 
method suggested to it by some of ‘ts 
members, of merely reducing rates upon 
preferred business in Iowa to a figure 
which would eliminate the large margin 
of profit, and consequently the high rates 
of commission which must necessarily be 
vaid. 

The situation in Iowa is, of course, pe- 
culiar. In that state the Western Union 
was precluded from putting into opera- 
tion its plan of optional separation, which 
has operated so successfully in other 
states and materially improved the clas- 
sification of Western Union companies. 
The fact that the Union has finally felt 
compelled to meet the Iowa situation by 
open competition is merely indicative of 
what would have occurred throughout the 
entire estern Union field but for the 
adoption of graded commissions and 
separation. What is true of Iowa is 
equally true of Nebraska, and it may 
be that the recent decision of the United 
States courts, declaring the 
pact law of that state, which is identical 
with that of Iowa, to be unconstitutional, 
will relieve the situation by enabling the 
agents and companies to come to some 
agreement in regard to graded commis- 


anti-com- 


sions and separation. 


ee 


Compulsory Separation Defeated. 


For the second time the Western Union, 
at its annual meeting declined to accede 
to the suggestion of some of its promi- 
nent members in respect to compulsory 
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separation. The defeat of this proposition 
was due first to a pronounced opposition 
to so radical a measure, and secondly, to 
the fact that many members were fully 
satisfied with the results accruing under 
optional separation accompanied by 
graded commissions. The testimony of 
Western managers seems to indicate that 
optional separation has accomplished most 
satisfactory results, and that it is grad- 
ually bringing about the conditions sought 
to be secured by compulsory separation. 
This disposal of compulsory separation un- 
doubtedly warrants the conclusion that 
this issue is dead, at least for some years 
In fact, it is understood that its 
advocates from the start have been con- 
fined to a minority of the members of the 
Western Union who were desirous of car- 
rying out the satisfactory effects of op- 
tional separation to a logical conclusion. 


ey Se 
Conference With Agents. 


to come. 


The Western Union continued its com- 
mittee on conference with local agents’ 
associations, with some important changes 
in personnel, made at the suggestion of a 
member of the former committee who was 
very much dissatisfied with the results of 
the previous conference, and yet was gen- 
erous enough to eliminate his own views 
of the matter and do his part in opening 
up the way for a resumption of friendly 
relations. 

We find that the desire among com- 
pany managers to meet with their agents 
and discuss the big problems of the day 
is constantly growing, and what is of 
more significance, a recognition on their 
part that there can be no effective von- 
ference unless there is an intention and 
desire upon both sides to concede some- 
thing to the interests and wishes of the 
other. This is particularly true in regard 
to state legislation, upon which there has 
existed much difference of opinion be- 
tween companies and agents; but the dis- 
cussion has been a fruitful one and has 
certainly tended to clear the atmosphere 
and bring both companies and agents to 
a better understanding of the situation 
and to a better appreciation of each 
other’s point of view. 

It is more than probable that, unless 


185 


other questions interfere, an _ effective 
conference will, in the near future, take 
place between agents and company offi- 
cials, in which some agreement in regard 
to the important question of state legis- 
tion will be reached. The companies de- 
sire it and the agents are ready to meet 
them in a fair spirit, realizing as they do, 
that the companies have rights in this 
matter which must be recognized if there 
is to be reciprocity between the two in- 
terests. 
cs St 

The Multiple Agency Situation. 

Upon the question of multiple agencies 
the outlook for a conference is ‘hopeful, if 
not certain. If it does not occur it will 
be due largely to the opposition of com- 
panies unwillinging to concede anything 
to the agents, or unwilling to recognize 
any other view of the situation than that 
which concerns their own self-interest. 
It is considered most desirable, if it can 
be done, to have a conference with rep- 
resentatives of the National Board of 
Fire Underwriters, but we believe there 
is some question as to whether the Na- 
tional Board has any direct jurisdiction 
over a question of this nature. In that 
event favorable consideration will prob- 
ably be given to the selection of a good- 
sized committee of leading company repre- 
sentatives to meet the agents and discuss 
the situation. 

Nearly two years ago a proposition was 
devised by a representative committee of 
underwriters.to meet the multiple agency 
problem and at the same time to cover 
the “annex” complication. The proposal 
was defeated owing to the opposition of 
that 
time a meet with 
the representatives of the National 
Agency Association, for the purpose of 
discussing and, if possible, securing their 
endorsement’. of the ruling agreed 
upon, was rejected. The company man- 
agers were not sufficiently impressed with 
the strength and importance of the Na- 
tional movement to lead them to engage in 
this conference. We then expressed the 
opinion that had such a conference taken 
place, the chances for the adoption of the 
agreement would have been materially 
increased, 


a minority of companies. At 


proposition to 
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with a 
the multiple 
agency question, this time at the request 
of the agents. 
for the 
co-operation; they now ask them if they 
will not do so with that ce-operation. The 
responsibility for the defeat of a confer- 
ence which is fraught with so many pos- 
likely to be 
A conference ought to take place. 


The companies are again faced 
proposition to confer on 
The agents have waited 
companies to act without their 


sibilities is not lightly as- 
sumed. 
The companies ought to be glad to par- 
ticipate in it, because it will lead up to 
results which will help every agent and 
every company legitimately engaged in 
Jt will not only help to set- 
tle one of the great problems affecting the 


the business. 


self-interest of the agents, but also one of 
which affect the 
namely, 


the paramount issues 


self-interest of the companies; 
the expense question. 

Multiple agencies and high commissions 
are so closely allied, so irrevocably inter- 
with each other, that they vir- 
tually constitute a single problem. To 
say that the elimination of the multiple 
agent will reduce expenses, is but another 
way of saying that the elimination of high 
commissions will reduce multiple agents. 
We have previously expressed the opinion 
that the problem of multiple agencies and 
high commissions would be settled simul- 
taneously. Any agreement which might be 
these two points, 
incomplete and 
might be, would result in a vast improve- 
ment in existing conditions to company 


woven 


jointly reached upon 


however imperfect it 


and agent alike. 
s&s © 
Rate Cutting Companies. 
The action taken at the Put-in-Bay con- 
Association re- 


has at- 
in under- 


vention of the National 
garding rate-cutting 
tracted 
writing circles and has been quite exten- 
sively commented upon by both compan- 
Prior to the convention, 
the action as proposed by the Utah Asso- 


companies, 
widespread attention 


ies and agents. 


ciation was not very widely approved out- 
side of the agency forces. It is now 
claimed by some that the resolution adopt- 
ed is much less drastic, and therefore less 
objectionable to the companies, than the 


jproposition originally advanced. As a 


matter of fact, however, the declaration 
of general principles which the National 
Association accepted is much broader and 
more emphatic than that originally pro- 
posed. The declared une- 
quivocally that the company which makes 
a practice of willfuly cutting rates in 
some parts of the country, while accept- 
ing the benefits and help of rating com- 
pacts and local boards in other sections, 
is operating against the American Agency 
System. The only modification to the ori- 
ginal proposition was made at the sug- 
gestion of President Wilson of the Utah 
Association and consisted in giving the 
executive committee discretionary powers 
instead of specific instructions, as to the 
method to be pursued in informing local 


association 


agents regarding rate-cutting companies. 

The position taken by the National As- 
sociation is an advanced one. It commits 
the organized agency associations, as 
well as the company associations to the 
support of uniform rates in all parts of 
the country. The immediate purpose of 
the action, however, is to make the com- 
panies feel that they cannot endanger 
the interests of agents in particular lo- 
alities ‘without suffering in reputation 
and prestige throughout the entire coun- 
try. 

Notwithstanding the opposition which 
existed among the companies prior to the 
convention, it is probable that they will 
gladly accept the action as a declaration 
of general principles in favor of uniform 
rates, and as such commendable and 
likely to have a healthy influence upon 
the business as a whole. It is quite na- 
tural that the companies should object 
to legislation by their agents which tends 
to interfere with their freedom of action 
in competition. Aside from their obliga- 
tions to each other, the individual 
panies have heretofore been at liberty, 
whenever they deemed that their interests 
demanded it, to cut rates in different parts 
of the country without consideration for 
any other interests. 


com- 


The organization of 
the agency associations has, however, in- 
terjected a new interest and a new force 
into the situation with which the compan- 
ies have been unused to reckon. 

The agents have a right to ask the com- 
panies to restrict their freedom of action 
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in the matter of cutting rates. This right 
is just as clear as the right of the compan- 
ies to ask agents to sacrifice their individ- 
ual freedom in respect to the conditions of 
agency representation. Corporations and 
persons alike are jealous of individual 
freedom, which they are slow to relin- 
quish. But as civilization progresses, it 
has been found more and more expedient 
to limit the freedom of the individual in 
the interests of society as a whole. 

The action taken by the National Asso- 
ciation will 
agents. It will prevent the recurrence of 
past events which have seriously affected 
It is doubtful if 
actually 


prove beneficial to local 


the interests of agents. 


the National Association will 


be called upon to use its machinery for 
the purpose of publicly placating any 
company for cutting rates. In all prob- 
ability, the potential power of the author- 
ity given to the executive committee will 
be sufficient to deter companies from wil- 
fully disregarding the interests of agents. 
It certainly will tend to strengthen the 
present membership of the National Asso- 
ciation, and will also tend to enlist the 
sympathy and co-operation of those who 
are not now members, but who may at 
any time be placed in a position where 
they might desire the backing of the Na- 
tional or State Association in defense of 
their rights. 


LIFE INSURANCE. 


The Fraternal Situation. 

Recent attention has been attracted to 
the fraternal situation owing to the fact 
that the Royal Arcanum, the largest of 
the fraternal orders, with headquarters 
located in Boston, has asked the Massa- 
chusetts Insurance Department to make 
as complete an examination of its affairs 
as is possible under the law. Massachu- 
setts statutes governing fraternal orders 
do not permit the commissioner to initiate 
an examination, which can only be made 
at the request of the management. The 
commissioner is compelled by law to make 
an examination of old-line companies 
every three years. 

Under the existing statutes no ex- 
amination of fraternal orders will take 
place, except where its results are sure 
to be favorable to the organization. The 
law does not provide any means by which 
the commissioner can determine whether 
a fraternal order is in a solvent condi- 
tion or not. These orders are not re- 
quired to guarantee the payment of a 
fixed sum in their certificates or to estab- 
lish fixed premium charges or to main- 
tain a reserve fund for the purpose of 
guaranteeing the payment of their con- 
tracts. An examination by the Insurance 
Department of Massachusetts must, 
therefore be confined strictly to a cer- 
tification as to certain interesting, but 


not necessarily important, facts; namely, 
the amount of assets, the amount of un- 
paid claims and other liabilities, and the 
number and amount of 
force. 

Although the fraternal orders still in- 
sist upon their distinctive features and 
their peculiar advantages as 
with old line insurance, nevertheless it is 
quite apparent, to impartial students of 
the situation, that fraternal insurance is 
passing through a period of transition; 
that its promoters are seeking to place it 
practically on a scientific basis, similar to, 
if not identical with, that upon which so- 
called old line 
of the existing fraternal orders are faced 
with immediate trouble; others with diffi- 
culty of a more remote nature; while 
others, by virtue of a large and well se- 
lected membership, are in a 
where, by careful nursing, they may be 
able to place the organization upon a 
sound and enduring basis. 

While, as intimated, the officers of fra- 


certificates in 


compared 


insurance is based. Some 


condition 


_ ternal orders will make no admission re 


garding their future plans, yet their pur- 
pose is quite clear. The early plan of 
fraternalism has not only 
by the adoption of rates graded according 
to age, and by making provisions for a sub 
stantial reserve fund, but they are like- 
wise beginning to consider whether self- 


been modified 
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preservation will not demand the employ- 

ment of salaried or commissioned agents 

for the purpose of sustaining the mem- 

bership,—the one vital which 

must be met, if the orders are to stand 

any chance in the struggle for existence. 
SS 


Minimum Rates Established. 


condition 


At the last session of the Massachu- 
setts legislature a new fraternal law was 
passed containing a recommendation 
made by the National Fraternal Congress 
establishing rates for new fraternal or- 

The that the 
which it asked the Massachusetts 

well as those of several 
to adopt, are 
the average mortality experience of the 
fraternal] orders comprising the Congress. 

Tle mortality rates assumed, appear 
to be considerably less than those which 
the old line companies have found it safe 
and prcfitable to adopt. The minimum 
rate suggested by the fraternal congress 
ani incorporated in the new Massachu- 
setts law at age 35 is $16.62. This is the 
rate to cover the cost of insurance only. 
Expenses are provided for by fees and 
special assessments varying according to 
ci:cumstances. The net American 3 per 
cent. rate, now practically recognized as 


ders. Congress claims 
rates 
legislature, as 


other states. based upon 


the standard for old line companies, 1s at 
age 35, on a whole life policy, $21.08, or 
$4.46 more than the minimum rate of the 
National Fraternal Congress. 

The latter is, however, merely a mini- 
mum charge and does not prohibit any 
order from charging more if its mortality 
experience should in other 
words there is retained that flexibility 
which will permit the orders to escape 
from the results of past errors at any 
time by means of increased assessments. 


se 
A Step Towards Reserves. 


require it. 


When the new law was passed in Mass- 
achusetts last year, it contained an im- 
portant amendment in regard to reserve 
funds for fraternal orders. In 1898 these 
orders, headed by the Royal Arcanum, 
appealed to the legislature for an amend- 
ment to the law permitting them to ac- 
cumulate a reserve fund not to exceed 3 


per cent. of the outstanding insurance 


in force. No obligation was imposed upon 
then. to accumulate this reserve fund, 
merely a permission granted. Last year 
at the request of those orders, the limit 
impcsed upon the accumulation was raised 
from 3 to 6 per cent. of outstanding in- 
surance. Upon this basis an order like 
the Royal Arcanum would be permitted 
to accumulate in the neighborhood of 
$30,000,000 without incurring any liability 
to the members of the order in respect 
thereto. 

‘The purpose of this reserve fund, as 
explained by the officers of the fraternal 
orders, is to prevent an increase in the 
assessments upon members in the future; 
in other words, to maintain a level rate 
of charge. Thus, in this respect, it 1s 
substantially to perform the 
function of the reserve fund in old-line 
life insurance companies. There is this 
difference, however:—a fraternal order is 
not required to charge itself with any 
liability on this account, nor does it give 
its individual members any equity in the 
accumulation. 

The Royal Arcanum has already accu- 
mulated $1,500,000 under the permission 
granted by the legislature, and its offi- 
cers frankly state that its purpose is to 
continue the accumulation of this fund (for 
which purpose they have slightly increased 
assessments) until it reaches a sum, the 
interest of which will at least represent 
the proceeds of a single assessment. A 
single assessment in the Royal Arcanum 
today in the neighborhood of $600,000, 
therefore, at the present rate of interest 
on the securities in which such fund is 
invested, it would necessitate a reserve 
of about $20,000,000. 

It seems to be plain that the privilege 
which has been granted to these orders,— 
in respect to the accumulation of reserve 
ful-ds, and which appears to have been 
so quickly taken advantage of,—will, in 
the future, be the subject of earnest dis- 
cussion and probably of partisan dispute 
ar;ong those who are identified with these 
orders. In other words, it is merely a 
question of time, when the States will be 
called upon to supervise these funds and 
the orders compelled to give an account- 
ing as to their liability thereunder. Fur 
thermore, the individual members of these 


designed 
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orders are not likely these 


insisting 


to permit 
large accumulation, without 
that their equities therein shall be as 
clearly established as the equity which 
is now given to holders of old line in- 
surance policies in the reserve funds of 
those companies. 


& 


The Future Outlook. 


The great problem for the fraternal or- 
ders is to keep their membership intact. 
They must obtain at least enough new 
to counterbalance the with- 


With some 


members 
drawals by lapse and death. 
of the orders where the cost of insurance 
is increasing, and in others where the 
membership is extremely large, the task 
is by no means a small one. Some of the 
fraternals are meeting this problem with 
reasonable success. 

The Royal Arcanum which, as we have 
said, is the largest in this country has an 
eno1mous membership, which it has at- 
tained within the comparatively | short 
period of 25 years. On January 1, 1901, 
its membership, as reported to the state 
departments, was 210,000. Since then the 
otiicers of the order claim to have in- 
creased this by at least 15,000, making 
a total of 225,000. This membership 
places the Royal Arcanum in rank with 
the largest old line companies so far as 
members are concerned. 

With sucha largemembership, the prob- 
lem with the Royal Arcanum, as with the 
great life insurance companies, is, not 
only to make increases if possible, but 
at all hazards to preserve what they 
have got, that is to prevent the mem- 
bership from decreasing. Realizing the 
situation, the officers of the Royal Ar- 
canum have of late been making unusual 
efforts to bring in members, 
for the purpose of maintaining the num- 
ber intact, as well as keeping down the 
injection of 


new 


average mortality by the 
new blood. In doing so they are stimu- 
lated by self-interest. Their chief claim 
for exciting interest in the Order is, the 
alleged low rates for insurance charged, 
which they hold are not likely to in- 
crease, and also to the fraternal and 
social features of the order which un- 
dcubtedly contain some cohesive elements 


and aiso some degree of disability in- 
surance. 

The present rates of insurance charged 
by the Royal Arcanum are undoubtedly 
low. At age 35, the cost per thousand is 
$11.76 which is nearly $5.00 less than the 
mitumum charges recommended by the 
National Fraternal Congress, and is 
nearly $10.00 less tnan the net American 
3 per cent. rates. in aadition to the cnarge 
ior insurance, Royal 
arcanum are required to pay a special 
expense levy of not less than $4.80 a year 
each, irrespective of 
surance carried. 


Members ofr the 


the amount of in- 
Of this amount, 80 cents 
the Supreme Council. The 
retained by the subordinate 
Therefore, the gross cost in the 
Oraer at age 35, for $1,000 of insurance, 
is $16.56. 

This, however, does not carry any 
guarantee that the face of the contract 
will be paid at maturity, or that the cur- 
rent cost will level. It is not 
probable that the present cost can be 
continued for ten years, and it is at least 
reasonable to assume that such cost will 
not be continued for more than twenty 
years. 


is paid to 
balance is 
councils. 


remain 


‘hereiore, since guaranteed in- 
Surance in a well selected old line com- 
pany, can be purchased at a pre- 
mium, which will be maintained level for 
20 years at the rate of $17.20 gross, 
(which may be reduced by dividends from 
10 to 20 per cent., thus bringing the net 
cost below the cost of insurance in the 
Royal Arcanum) it is that tne 
order cannot claims for 
superiority solely upon the cost of in- 
surance, 


clear 


long rest its 


The fraternal and social feature is pro- 
bably a binding one, but its potency will 
be much weakened as the facts which we 
have cited become more widely known. 
We are satisfied that the Royal Arcanum 
and other fraternal orders, within a very 
short time, will be faced with the prob- 


lem cf a stationary or decreasing mem- 
bership, unless some plan can be de- 
vised for employing salaried or commis- 
sioned agents. With the gradual evolu- 
tion towards a legal reserve, the competi- 
tion of the future between fraternal or- 
ders and old line companies will probably 
rest almost exclusively upon fhe expense 
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That group of 
which, with an _ inflexible 
rate of premium, can furnish the pubiic 
with 
accumulated 
the lowest net cost, will command public 


of doing the business. 


organizations 
guaranteed by 


sound insurance, 


reserves or trust funds, at 
patronage. 
4A SF SF 


Non-Participating Mutual Policies. 


We have recently discussed in this ma 
gazine, the issue raised by stock compan 
ies concerning the issuance of non-partici- 
pating policies by mutual companies. We 
expressed the opinion that there was no 
good business reason why mutual 
panies should not issue a non-participat- 
ing policy if they desired to do so; that the 
only legal objection thereto would be a 
prohibition in the charters of the com- 
panies, and that apparently no such ob- 
struction existed in the case of the mutual 


com- 


companies issuing non-participating con 
tracts. 

Since then an important document has 
been issued by the stock company inter- 
ested dealing quite fully with the lega: 
phases of the question as it relates to 
the charter right of mutual companies, 
as well as to the ethical right of said 
companies to engage in a stock busi- 
The substance of the contentions 
the following concise 


ness. 
is embraced in 
statement: 

“A company mutual by 
uses any of the funds, profits, or surplus 
of its mutual members, without their 
knowledge and consent, to guarantee re- 
sults to non-mutual members, infringes 
the rights of the former and violates the 


name, which 


law. 

“A company, mutual by name, 
writes a non-participating policy 
guarantees results, is not mutual in fact. 
dollar out of the accumula- 


which 
and 


“Not one 


tions, which are admitted to belong to 
the mutual members, can be used to pay 
losses On non-mutual members.” 
Adjudications are cited to show that a 
mutual cannot issue a non-participating 
policy unless there is an 
permission in its 
thermore, it 


expressed 
charter. Fur- 
is claimed that under the 
laws of the following states, mutual com- 
panies are debarred from 
participating 


writing non- 
policies: Pennsylvania, 
New Ne- 
Kentucky, Louisiana, 


Montana, New Jersey, Mexico, 


braska, Indiana, 


Maryland, Missouri and Wyoming. 

The counsel for the stock company in- 
terested gives the following resume in re- 
gard to the legal aspects of the case: 

“It cannot be said that no mutual in- 
surance company can write stock or non- 
participating policies, for some 
companies are expressly authorized so to 
do in the state of their organization by 
charter or other legislative enactment. A 
company soauthorized may write both mu- 
tual and non-participating policies in the 
same state,according to the authority con- 
ferred by the legislature, and likewise in 
such other states of the Union as permit 
one company to issue policies upon both 
plans. 

“But it may be said, that it is true be- 
yond question, that no mutual company 
can write insurance both upon the mu- 
tual and stock plans in all of the states, 
for the laws in a number of them are 
prohibitory in this respect. It is equally 
insurance 


such 


true that no mutual 
which by its charter or act of organiza- 
tion is authorized to transact business 
upon the mutual plan or principle can 
without further express authority write 
in its own state or elsewhere insurance 
upon the stock or non-participating or 
any other plan than the mutual, regard- 
less of these statutory prohibitions.” 


company 





STATUS OF THE PROVIDENT SAVINGS LIFE 


Results ot the Tennessee Examination.— Increase in Assets and Reserve and Decrease in Surplus 


—Position of Actuary Wright on Term Valuation. 


In the latter part of last May the Ten- 
nessee Insurance Department, being dis- 
satisfied with the statement of the Provi- 
dent Savings Life Assurance Society as 
presented to that department, December 
31. 1900, and having before it a number 
of complaints against the agents of the 
sceciety for rebating, began an examina- 
tion of the company’s affairs. Mr.. Wal- 
ter C. Wright, a consulting actuary of 
Boston, was called in to assist in the ex- 
amination. Just prior to Mr. Wright’s 
appointment as official examiner for the 
Tennessee Department, the company hua 
considered the advisability of appointing 
him as consulting actuary, but pending 
the examination, the consideration of this 
matter was deferred. 
tion of the examination Mr. Wright has 
appointed to this office. Shortly 
after the examination was begun the In- 
surance Department of Texas became a 
participant therein. 

The actual examination of the com- 
pany’s financial condition occupied about 
two weeks. In regard to the valuation of 
the company’s policies, the company 
asked the examiners if they would not 
accept that made by the New York De- 
partment. Mr. Wright stated, however, 
that he preferred to make an independent 
valuation. The major portion of the cost 
entailed upon the company on account of 
this examination was due to this inde- 
pendent valuation which Mr. Wright 
made in his office at Boston. Mr. Wright 
was not able to make his report to the 
until 


Since the comple- 


been 


Tennessee ant Texas Depar'.nents 
September 24, which he did after consul- 
tation with the company in regard 
thereto. iets 

On October ist, Mr. Wright’s 
was given to the insurance press by the 
company together with that of the chief 
examiner of the Tennessee Department. At 


report 


that time, however, the conclusions /f 


neither Commissioner Folk of Tennessee 


nor Commissioner Johnson of Texas had 


been received. Commissioner Folk did 
not issue his official statement in regari 
{9 the until October” 18th, 
and at this writing nothimg has been 
heard from the commissioner of Texas :n 
regard to his conclusions. 

During the progress of the examinat’on, 
a letter written by Mr. S. W. Tate, of 
Brooklyn, formerly employed in the book- 
keeping department of the Provident Sav- 
ings Life, was addressed to the Insur- 
ance Departments of New York, Mass2- 
chusetts, Tenness.e and Texas, and 
to Mr. Wright. This communication 
charged that the statement made by the 
society to the New York Insurance De- 
partment, as of December 31, 1900, 
and that if properly made up it 
would have shown the society insolvent. 


exainination 


also 


was 
false, 


The items alleged to have been improp- 
erly reported were specified in the com- 
munication with great detail. These 
charges were looked into by the examin- 
ars and some of them verified; but in the 
report made by Mr. Wright and by the 
chief examiner and commissioner of Ten- 
nessee there is no mention made of the 
matter. 

The company obtained from Mr. Tate 
a complete retraction of his charges, af- 
ter the examination had been completed 
and the findings of Mr. Wright and the 
examiner of the Tennessee Department 
were in the hands of the company. This 
retraction was obtained only when it be- 
came likely that Mr. Tate’s charges 
might otherwise have been given public- 
ity. 

An application has been made to Mr. 
Tate, to the Provident Savings Life, to 
Mr. Wright and to the insurance depart- 
ments of Massachusetts, New York, Ten- 
nessee and Texas for a copy of Mr. Tate’s 
original charges, together with his sub- 
sequent retraction. None of them, how- 
are willing to furnish either of 
There 
are good grounds for believing that a 


ever, 


these documents for publication. 
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part, if not the whole, of the charges 
made by Mr. Tate were true; neverthe- 
less Mr. Tate’s retraction is complete and 
unqualified. 

The examination, as it is made by Mr. 
Wright on behalf of the Tennessee de- 
partment, shows assets of $4,050,568, an 
increase, as compared with the statement 
made to the New York department on De- 
cember 31, of $159,000. 
credited to the company, on the basis of 
a preliminary term valuation similar to 
that allowed by the New York department, 
is $3,524,121, an increase of $288,000, as com- 
pared with the same figures reported to 
the New York department, December 
31. The surplus given the company, in- 
cluding capital stock of $100,000, is $350,- 
970, a decrease of $117,000, as compared 
with the same figures in the New York 
report of December 31. 

The entire 


The reserve ac- 


increase in assets, and a 
considerable portion of the increase in re- 
serve, is due to the fact that within the 
six months covered by the examination 
the company has made a very large in- 
crease in its policy liens. According to 
the report of the Tennessee examination, 
nearly one-third ($1,265,000) of the com- 
invested in loans and 
The of these 
items increase of $291,000 
over the same items in the New York in- 
surance report of December 31. This 


double the actual in- 


pany’s assets is 
liens upon policies. sum 


shows an 


increase is nearly 
crease in assets. 
The results of the examination show 
conclusively that the company has made 
a very large increase in its premium liens, 
which, on December 31 amounted to 
$558,000. These liens, as in the case of 
the much discussed liens issued by the 
Mutual Reserve Fund Life, are issued by 
the Provident Savings Life, where 4 
change is made from the old form of 
term policy to a new policy requiring a 
higher premium and a higher reserve. Tn 
this way, the company not only obtains 
credit for an increase in assets and a 
larger amount of insurance in force, but 
likewise gains in not being required, un- 
der the practice of the New York and 
Tennessee departments to put up Aa re- 
serve during the first year, as all the 


new contracts of the company contain 
Under 
the ruling of the Massachusetts depart- 
however, 


the preliminary term clause. 


ment, these premium liens are 
disregarded and a full vatuation required 
during the first year for all new policies 
issued. 

On December 31, according to the Mas- 
sachusetts standard, the Provident Say- 
ings Life was given a surplus of $106,564 
The findings 
of the Tennessee Department, which re- 
duce the company’s surplus, under the 
New York standard, by $117,000, probably 
indicates that under the Massachusetts 
standard it would show an impairment. 

The most interesting incident in con- 
nection with the Tennessee department's 
examination is the attitude assumed by 
Mr. Wright in his treatment of prelimi- 
Upon that point 


including capital stock. 


nary term valuation. 
Mr. Wright says: 

“A valuation of all the policies of the 
society outstanding on June 29, according 
to the combined experience table of mor- 
tality and four per cent. interest, has been 
made, and regarding the mode of treat- 
ing the policies of the society in this val- 
uation, I would remark that I have un- 
hesitatingly followed the suggestion of 
Commissioner Folk, that “in the con- 
struction and valuation of their first year 
term contracts,” I shall “be governed by 
the decision of the Supreme Court of the 
state of Vermont.’ This is because, ir- 
respective of that decision, 
regard solely to the principle of net val- 
the treatment of these policies 


and having 


uation, 
has presented no exceptional or doubtful 
problem to my mind. Neither the law 
of Vermont, as interpreted by the afore- 
said decision: the law of Massachusetts 
on which other laws are based. nor my 
knowledge of the intention of Elizur 
Wright, who influenced its passage and 
was the first prominent advocate in this 
country of net valuations as opposed to 
the inconsistent and er:oneous, but so- 
eatled gross valuation method, which he 
then condemned, introduces any compli- 
cation or new condition into the question 
as T understand it. The above named 
laws simply prescribe that a net valua- 


tion shall be made according to stated 
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assumptions of mortality ami interest, 
and take for granted that the differences 
of the things, or policies, which may be 
the subject of valuation, shall be deter- 
mined according to their expressed and 
intended terms. This is sufficient.” 
This statement is accepted in actuarial 
circles as an unqualified endorsement of 
the preliminary term valuation. Mr. 
Wright has heretofore publicly and pri- 
vately expressed himself in“opposition to 
the use of the reserve for first year’s ex- 
penses, and has held that the reserve 
during the first year is purely a matter 
of mortality and interest not related, in 
any respect, to expense. He has furth- 
ermore stated that it was not economical- 
ly sound to charge the excess expendi- 
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ture during the first year to the new 
policy holder. Mr. Wright has, therefore, 
recently changed his publicly expressed 
views in regard to preliminary term 
valuation. Mr. Wright has been asked 
if he desired any other interpretation of 
his present position to be made public and 
has said that he does not. 

Commissioner Folk states in his com- 
ment upon the examination, that 
the high pressure methods pur- 
sued by the company have undoubt- 
edly led to considerable rebating. He 
states that the company’s actual cost of 
collecting new premiums is 83 per cent. 
for new business and 8 per cent. for re- 
newals. 


THE WASHINGTON LIFE 





Boston, October 19, 1901. 


Editor Insurance Economics:—In your 


issue of September, 1901, you publish an , 


article entitled ‘‘Guaranteed Cash Sur- 
render Values in Life Insurance.” In 
such article you state that with it you 
present a tabular exhibit showing cash 
values now granted by all of the leading 
companies on an ordinary life policy at 
age thirty-five. In the table you place 
the name of the Washington, giving the 
premium rate as $27.88, which is correct, 
but you do not give any guaranteed cash 
value at the end of the third, fifth, tenth 
or twentieth years. 

The ordinary life, particlpating policy 
of the Washington provides for loan val- 
ues at the end of the second year and 
every year thereafter; it gives cash, paid- 
up and extended term insurance at the 
end of the third year and every year 
thereafter; the policy is incontestable and 
unrestricted one year from date of issue; 
gives one month’s grace in payment of 
premiums; provides for change of bene- 


ficiary and for the immediate payment of 
death claims. At age thirty-five the or- 
dinary life policy has a cash value at the 
end of the third year of $17.00; at the 
end of the fifth year, $57.00; at the end 
of the tenth year, $147,00, and at the end 
of the twentieth year, $389.00. 

Your magazine has now attained a po- 
sition where it is widely read by insur- 
ance men, and the omission to give the 
cash values of the Washington might 
lead persons to believe that our policy 
was less liberal than that of many of our 
competitors, whereas, in fact, it is one 
of the most liberal issued. 

Percy V. Baldwin, 
General Manager. 

[The guarantees which Mr. Baldwin 
names as being given by the Wash- 
ington Life on ordinary life policies, are 
practically identical with those of the 
Mutual and the Berkshire, and therefore 
represent the most extreme position yet 
assumed by life insurance companies in 


respect to cash values. Ed.] 





























CONNECTICUT DEPARTMENT’S DEFENCE OF THE 
GAIN AND LOSS EXHIBIT. 


(from Commissioner Scofield’s Life Insurance Keport.) 


This exhibit was adopted by the Insur- 
ance Commissioners at their annual con- 
vention in 1896, and from that time and 
until the present year has formed a part 
of company reports to all departments 
except New York and Massachusetts. 
At the convention held at Hartford in 
September, 1900, it was decided to elimi- 
nate the exhibit from the future conven- 
tion blank, and, in pursuance of this ac- 
tion, I believe every department, save 
this one, has omitted it from the 1900 
statement blank. This exhibit was orig- 
inally adopted largely through the instru- 
mentality of this department, and its use 
during the four years of its existence has 
been regarded of importance and value in 
disclosing the yearly operations and 
transactions of companies as to matters 
of which the department, policy-holders, 
and the public have the right to be in- 
formed. It seems to me that one of the 
most important features of a report of 
any corporation is that it disclose such 
facts as will enabie an intelligent judg- 
ment to be formed as to whether a com- 
pany’s affairs ‘have been wisely, prudent- 
ly, and economically managed with due 
regard to the rights of all persons in in- 
can conceive of no rule by 
should be 
less circumspect in ascertaining its year- 
ly gain and loss than applies to any other 
To my mind, a well- 


terest. I 
which an insurance company 


kind of business. 
conducted corporation of any description 
should so treat the records of its business 
as to be able to know with certainty what 
profit has accrued and what loss has 
arisen each year in every department of 
it, and at the end of the year close its 
profit and loss account into a statement 
showing the source or sources or net gain 
or loss and the consequent increase or de- 


crease of its surplus at the end of the 
year as compared with the same ‘at the 
beginning of the year. 

The gain and loss exhibit, as applied to 
the business of a life insurance company, 
is designed to accomplish this purpose 
and bring together in a compact form the 
unclosed transactions of the preced- 
ing year, together with the actual 
transactions of the current year. With- 
out such an exhibit it is impossible 
for any one, save the officers of the com- 
pany, to know from any published state- 
ment what the source or sources of profit, 
or the channel or channels, of loss have 
been during the year. The statement 
blank furnishes only, in the income ac- 
count, information as to premiums re- 
ceived, interest and rent receipts, profit 
on investments, and sundry comparative- 
ly minor receipts; and in the disburse- 
ment account, losses paid, payments to 
policy-holders, total expenses of 
management for the year. It does not 
information showing what 


and 


disclose any 
relation expenses incurred bears to the 
premium loading, nor the relation of in- 
vestment expenses to investment re- 
ceipts, nor what gains there have been 
from a favorable mortality, nor the re- 
lation that interest earned bears to the 
amount required to maintain the com- 
pany’s assumed reserve, nor the profits 
derived from reserves released on sur- 
rendered or lapsed policies. 

It is all important to a policy-holder, 
especially in a mutual company or a 
company issuing policies on the mutual 
plan, where he is a participant in the 
earnings, to know whether the company 
management expenses 
or whether 


is keeping its 
within its premium loading, 
the funds properly apportionable to him 
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in the way of dividends are being ab- 
sorbed in the payment of excessive ex- 
penses, which in these days are being in- 
curred in the payment of large salaries 
and in the obtaining of new business. It 
is likewise important that he should be 
informed as to the company’s invest- 
ments, the expense attending the hand- 
ling of them, and the net interest earned 
thereon. It is of consequence to him to 
know to what extent the company is 
profiting from a favorable rate of mortal- 
ity. He is certainly interested to know 
what the net interest earned during the 
year has been, and whether it exceeds, 
and if so, to what extent, the amount re- 
quired to maintain the legal, or com- 
pany’s assumed reserve. He also has the 
right to know the amount of the com- 
pany’s gain derived from reserves re- 
leased on surrendered or lapsed policies. 
The gain and loss exhibit furnishes all 
of this information, but if eliminated, the 
companies’ records are as a sealed book, 
in these respects, so far as the depart- 
ment, policy-holders, and the public are 
concerned. 

The trust relationship existing between 
a life insurance company and its policy- 
holders has given rise, very properly, to 
statutory requirements imposing obliga- 
tions in the matter of a disclosure of con- 
ditions such as are not enjoined upon 
corporation generally. The statutes of 
this state, in addition to requiring com- 
panies to report their assets and liabili- 
ties, are specific in their provisions that 
a company shall also report ‘“‘the amount 
and character of the business transacted 


during the year.” This is not confined 


merely to a return of the number of 
policies issued, premiums collected, and 
expenses incurred, but is intended to re- 
quire a return of al] the yearly transac- 
tions affording intormation as to the 
company’s management, 

If it is to be conceded, as some con- 
tend, that policy-holders, creditors, and 
the public have no right to any informa- 
tion regarding the internal operations of 
a company, and insurance departments 
are limited in their powers and have only 
to do with determining a company’s pres- 
ent solvency, then there is no justifica- 
tion for the retention of the exhibit, but 
I cannot accept this theory, as I believe 
it to be direct conflict with the law, and 
antagonistic to the salutary purposes of 
estate supervision. I believe it to be the 
duty of an insurance commissioner, if 
he finds that a company under his im- 
mediate supervision is conducting its af- 
fairs in such a manner as to imperil the 
rights of its policy-holders, to sound a 
timely note of warning, to the end that 
loss may be averted, and not wait until 
the company is confronted with actual 


with all its direful conse- 


insolvency 
quences. 
Believing as I do that the exhibit is re- 
quired by the laws of this state, that it 
accords with the best approved and gen- 
erally accepted rules of accounting appli- 
cable to corporations of like character, 
jthat it information which the 
policy-holder and the public 
right to know but cannot otherwise ob- 


affords 
have the 


tain, I have deemed it my duty to con- 
tinue it as a part of this department’s 
statement blank. , 





*HOW LIFE INSURANCE RESERVES ARE COMPUTED 


The company’s statement presents, first, 
the revenue account showing the receipts 
and disbursments during 1900, and second, 
the balance sheet showing the assets on 
one side and the liabilities on the other, 
as of January 1, 1901. Following the two 
parts of the statement are given the num. 
ber of policies in force, viz., 112,569, and 
the amount insured by them, viz., $278,- 
171,436. One not familiar with the sub- 
ject, observing these figures and not find- 
ing them expressly or apparently account- 
ed for in the balance sheet, might ask 
how the balance included them; how, in 
other words, it appeared that the company 
could pay the policies as they matured 
and still have a surplus, at the par value 
of its assets, of $4,771,918.87 and at their 
existing market value a surplus of $6,125,- 
364.91. To such an inquirer the statement 
would, perhaps, be more explanatory of 
itself if the present value of the net pre- 
miums expected to be paid in the future 
on the policies were set down in the as- 
sets and the present value of the sums 
insured by the policies to be paid by the 
company in the future were set down in 
the liabilities. Virtually this is done. If 
explicitly done the resulting balance 
would be the same because the difference 
between these two present values is the 
Reserve Fund which appears on the debit 
side of the statement, thereby exhibiting 
in smaller figures and shorter form the 
The future 
premiums receivable, thus, in effect, in- 


company’s financial condition. 


cluded in the assets, are the net and not 
the gross or loaded ones; a circumstance 
of much The 
margins or loadings are additions to the 
net premiums to provide for future ex- 
penses and possible unforeseen exigencies 
in the management of the business. The 
net premiums are computed with exclu- 


importance to be noted. 


sive reference to expected mortality and 


rates of interest. In order to make them 





*From the policy holders’ report of the Mutua! 
Benefit Life Insurance Company. 


DODD. 


abundantly sufficient the mortality table 
on which the premiums are computed was 
carefully constructed to show deaths at a 
yearly rate rather higher than was ex- 
pected to occur, and long’ experience 
among American companies has accorded 
with this expectation. During the fifty- 
five years of this company’s experience 
its mortality rate has averaged 87 per 
cent. of the American Experience Table of 
Mortality on which the company’s pre- 
miums are based; or 81 per cent. of the 
English table, called the Actuaries.’ The 
rate of interest assumed in computing the 
net premiums is also less favorable than 
will probably be obtained so that the 
abundant sufficiency of the net premiums 
for their purpose is apparent. The margin 
added to form the gross premium varies 
somewhat with the character of the policy 
and the time it has to run. 

An ordinary annual life policy, for ex-~ 
ample, issued at age 25 for $1,000, under 
our new table rates computed at 3 per 
cent. interest, has a net annual premium 
of $16.11, to which is added a margin of 
25 per cent., or $4.03, making a gross pre- 
mium of $20.14. After 20 years, or at age 
45, the company’s obligations or liability 
on account of policy would be the then 
present value of $1,000 payable at death, 
viz., $504.58, which would be put to the 
company’s debit. On the other side would 
be put to its credit the then present value 
of the future net premiums of $16.11 each, 
namely, the sum of $274.08, which, being 
deducted from the above debit, there is 
left the true policy value or reserve, viz., 
$230.50. By assuming 4 per cent. for inter- 
est instead of 3, the net policy value is 
$196.87. If the gross future premiums 
should be considered assets there would 
be put to the company’s credit their then 
present value at 3 per cent., the sum of 
$342.56, which would lessen the reserve 
and increase the surplus by $68.48. If the 
amount insured were $1,000,000 instead of 
$1,000, the company’s surplus would be in- 
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creased by the sum of $68,480; but because 
the loadings are for future yearly ex- 
penses and possible contingencies, they 
should be retained yearly for their pur- 
pose, and if gross premiums are valued 
for assets, the loadings should be valued 
for liabilities, and the correct balance giv- 
ing the correct surplus wouldbe the result. 

The mode of valuing loadings as assets, 
in obtaining the balance, was much used 
in the early years of life insurance by 
English companies, giving them a period 
of apparent prosperity at the outset, but 
ending often in consequent disastrous fail- 
ures. In 1859, the International Life As- 
surance Society of London, seeking to get 
license from the Massachusetts Insurance 
Department to do business in the state, 
was refused because the gross premiums 
were valued in its assets, and without 
them the assets were insufficient to meet 
its liabilities. Mr. Elizur Wright, a great 
name in life insurance, had been the or- 
ganizer of that department in 1855. It 


was the first of such organizations and 
he was its principal commissioner. The 
controversy with the English company 
successfully carried on by him against 
eminent English mathematicians support- 
ed by a distinguished mathematical pro- 
fessor of Harvard on behalf of the Inter- 
national, settled the true doctrine and 
practice in this country of net policy val- 
uations which all insurance departments 
organized since then in so many of the 
United States have adopted. Mr. Wright 
was a remarkable man: in early life a 
mathematical professor, afterwards edi- 
tor, and through life an able contributor 
to the press in the discussion of great 
public and political questions. When life 
insurance in this country was in its inci- 
pient growth he took up the study of it 
and thereafter, from 1855 till his death in 
1885, either as commissioner or consulting 
actuary did a work for good in his sphere 
that justly entitles him to lasting and 
grateful remembrance. 





“SURPLUS AND TAXATION IN LIFE INSURANCE, 


is very generally under- 
three sources, 


Surplus, as 
stood, is derived 
which are spoken of as mortality, inter- 
est, and expense. In the construction of 
a premium or the fixing of the rate for 
any kind of life insurance, at any age, 
a certain rate of mortality is assumed, as 
also a rate of interest. To the result of 
these, the net premium, is added a “load- 
ing,” usually a percentage, to cover the 
expenses of management. If in a given 
case in any year the assumed mortality, 
interest, and expense were actually real- 
ized there would be no surplus. The pre- 
mium would be exactly adequate—no 
more, It, however, happens in 
progressive institutions which are capa- 
bly and economically managed, that the 
selection is so favorable that men do not 
die as soon as expected; that the assumed 


trom 


no less. 





*From the renort to the poliev-holders of the 
Penn Mutual Life Insurance Company. 


WEST. 


interest is exceeded by the actual earn- 
ings; that the margin for expenses is not 
wholly absorbed; in such case all 
three factors contribute to create a fund, 
some part of which is not required for 
the protection of the interests of the in- 
sured, called net or divisible surplus, and 
is abated from premiums falling due in 
succeeding years, or otherwise accumu- 
lated for the benefit of members. How 
large a fund shall be carried as a protec- 
tion against depreciation is a question for 
the decision of the trustees of any com- 
pany; and while such fund may, in the 
opinion of the insured, be excessive, rea-~ 
sonable ‘prudence in this regard is to be 
commended, and wisdom suggests that it 
is safe to err, if at all, on the right 
side. The interest on the fund maintained 
for security is helpful, and tends to im- 
prove the abatements made members. 
There is one feature of the business of 


and 
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life insurance, affecting all companies, as 
to which members should be advised, in 
the hope that their pecuniary interest may 
induce them to aid in securing a modifi- 
cation of the laws in the various states, 
or, if this may not be effected, to prevent 
the passage of other laws inimical to 
their welfare. The business of life insur- 
ance is unduly taxed; indeed, any taxa- 
tion seems wholly indefensible; but when 
it comes in the form of double taxation, 
first upon premium income as collected, 
and subsequently as a tax upon the as- 
accumulated from premiums, it is 
outrageous. The average legislator is 
rarely fully informed. Many suppose 
they are taxing a franchise or are collect- 


sets 


ing from a corporation, and regard the 
latter as something distinct from the 
membership composing it. As the busi- 
ness is almost wholly conducted upon the 


*DIVIDEND EARNINGS AND POLICY LOAN 


JOHN A. 


Inquiries sometimes received indicate 
that there is a misapprehension as to the 
sources of surplus, and the methods gov~ 
erning its distribution to members in divi- 
dends. Returns of surplus are sometimes 
regarded as interest on the total amount 
of all premiums paid to the company, and 
thus it is not infrequently expected that 
the amount of such returns will increase 
from year to year in proportion to the in- 
crease in the total amount of premiums 
This view is, of course, erroneous. 
surplus; 


paid. 
There are several sources of 
among them a lower rate of mortality 
than is provided for by the premiums, re- 
sulting in a reduction of the cost to the 
company of the carried; a 
larger amount of interest earned upon in- 
vestments than that required to be earned 
by the reserve or sinking fund which rep- 
resents the legal liability of the company 
under its outstanding policies: the amount 
saved from that part of premiums avail- 


insurance 


*From the renort to che nolicy holders of the 
Massachusetts Mutual Life Insurance Company. 


mutual plan, all expenses are paid by the 
members, and a tax in any form upon 
life insurance is so much added to its 
cost, and is, therefore, a fine upon a form 
of thrift which for many reasons should 
be encouraged by the state. In a mutual 
organization profit, in the correct sense 
of the word, does not and cannot exist. 
Savings are effected through capable 
management, and the cost is thus kept 
below that which is assumed in the pre- 
miums, there being a return in some 
form of the difference. When the insured 
fully understand this they may exert 
throughout the country a controlling in- 
flunce by selecting such persons to re- 
present them as are fully acquainted with 
the nature of life insurance contracts and 
have no disposition unnecessarily to add 
to the cost of maintaining protection for 
widows and orphans. 


INVEST MENTS. 


able for expenses; and, in addition, the 
surrender charge or the amount deducted 
from the net values of discontinued or sur- 
rendered policies. There are other and 
lesser items which go to make up the sur- 
plus of a life insurance company which 
need not be dwelt upon. It hardly need 
be added that the excess of all the assets 
over the total liabilities, less the market 
value of bonds over their par value, con-~ 
stitutes the available surplus from which 
returns or dividends to members are 
made; or that the so-called dividends are 
in reality only returns of what has been 
received, directly or indirectly, from 
policy-holders in excess of the current 
requirements of the company. Not all of 
the surplus is dividend each year, a por- 
tion being retained to provide for varta- 
tions in the mortality experienced from 
year to year, and for other contingencies. 

The method of distributing surplus 
among policy-holders of Massachusetts 
companies is fixed by law, and is what ts 
known as the “contribution plan”; which 
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means that members are to share in the 
surplus to be distributed in proportion as 
they may have contributed to create it; 
each share being made up from the ex- 
cess of interest earned, from the saving 
growing out of favorable mortality, and 
from that part of the annual premium, 
applicable to expenses, which is not used. 
Hence, the dividend which the company 
will pay in any future year cannot be 
predicted, depending, as it does, 
factors 


upon 
which may vary from year to 
year. 

The Massachusetts Mutual has for 
many years made annual returns of sur- 
plus, usually beginning with the settle- 
ment of the second annual premium; and 
the basis or schedule upon which such 
distributions have been made has been 
the same during the past fifteen years, 
the result having been a moderate annual 
increase in the amount returned to each 
policy-holder. This basis is subject to 
change at any time, and will be modified 
should the decline in the average rate of 
interest earned by the company’s invest- 
ments reach that point where a change 
seems advisable. 

For more than twenty years it has been 
the practice of the company to make cash 
loans on the security of its policies, and 
there are now 5,173 such 
Their se- 
questioned, as the 


on the books 
loans. amounting to $2,304,736. 


curity cannot be 


THE NATIONAL INSURANCE 


COMMISSIONERS’ 


amount of each loan made is always less 
than the cash surrender value of the 
policy assigned. It is required that the 
note and assignment in each case be in 
legal form and upon the company’s blanks 
furnished for that purpose; and only that 
premiums which are due to be paid before 
the loan is made. Advance payment of 
interest is not required, but it is payable 
semi-annually, as it accrues, at the com- 
pany’s home office. 

The policy loan has been of great bene- 
fit to the policy-holder in many known in- 
stances, where it has enabled him to meet 
an unexpected demand. It should be re- 
sorted to, however, only in cases of real 
necessity, and, having served its purpose, 
should be paid as soon as possible, leav- 
ing the policy free from an indebtedness 
deductible, in case of death, from the 
amount insured. Nor should the loan 
privilege be made so attractive by a low 
rate of interest as to encourage borrow- 
ing or the continuance of an existing loan 
beyond the time when it can readily be 
paid. The very considerable expense inci- 
dent to the making of so large a number 
of loans of small average amount, the col- 
lection of interest, and the keeping of ac- 
counts, is provided for in the rate of in- 
terest charged; 
expense falls 
who do not 
privilege. 


so that no part of such 
upon those policy-holders 
avail themselves of the 


CONVENTION. 





T.e National Convention of Insurance 
Commissioners held at Buffalo this year, 


was quite an important one. The attend- 
ance was unusually large and demon- 
strated the wisdom of the executive 
committee in securing a change in the 
meeting place of the convention. Some 
of the discussions this year were of-an 
exceedingly practical and interesting na- 
ture. During the past few years, the 
association has departed somewhat from 
its original purpose, but this year it 
largely resumed its functions as a purely 
advisory and business organization, parti- 
cipated in by the different state officials. 


The legislation of the convention was 
confined to an important change in the 
requirements for membership, the adop- 
tion of a resolution providing for the pub- 
lication of a uniform blank and instruc- 
tions to the committee on legislation to 
continue its effects towards formulating a 
uniform insurance code. 

Members of the convention have for 
some time felt it important to restrict the 
membership exclusively to state officials. 
For many years the conventions have 
been quite largely influenced, if not domi- 
nated, by outsiders whose claimed right 
to appear in the conventions, consisted 
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only in attachment to the different state 
departments in an advisory capacity. A 
feeling, somewhat resentment, 
has long existed among the commissioners 
at this seeming intrusion, and this year 
on motion of Mr. Appleton of New York, 
seconded by Mr. Cutting of Massachu- 
setts, the constitution of the convention 
was amended to provide that no person, 
not having a legal residence in the state, 
shall 
said state, and no person having any con- 
nection with any insurance company shall 
be a The 
amendment is one which is strictly proper 


akin to 


represent the department of the 


member of the association. 
and cures an anomalous condition which 
has rightly subjected these conventions to 
criticism in the past. 

On motion of Mr. Cutting of Massa- 
chusetts, seconded by Mr. Lenehan of 
New Hampshire, a resolution was adopted 
providing that the committee on blanks 
be instructed to prepare and present at 
the next convention, a uniform blank for 
life insurance companies and also for fire 
and marine companies. It was also 
voted that, “It is the sense of this con- 
vention that, at the adoption of the uni- 
form blanks, no radical change shall be 
made therein other than absolutely re- 
quired by the laws of the separate states, 
until such changes have been referred to 
and adopted by this convention.” 

The lack of uniformity in the require- 
ments imposed upon life insurance com- 
panies, has been extensively discussed 
during the past year, and has been ex- 
cited mainly by the varying practices of 
the New York, Connecticut and Massa- 
chusetts departments. Connecticut, con- 
trarv to the usual practice, requires the 
so called gain and loss exhibit. It also 
requires companies to charge deferred 
dividends as a liability. It likewise re- 
quires them to report their business only 
upon a cash paid basis. In Massachu- 
setts none of these requirements are 
made. Massachusetts also differs from 
Connecticut in its requirements as to so- 
called preliminary term valuation. New 
York agrees with Connecticut in regard 
to preliminary term valuation, but not 
upon the other points. The present ad- 
ministration of the Connecticut depart- 
ment is strongly in favor of maintaining 


a gain and loss exhibit. It is the only 
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state which has done so since the con- 
vention voted to eliminate it from the iife 
insurance blank. The Massachusetts de- 
partment insists upon the full reserve 
during the first year and will maintain 
this position unless it is declared illegar 
by the courts, 

The fact that the commissioner of Mass- 
achusetts introduced the resolution is an 
indication that he is prepared to accept 
the the committee on 
blanks, in so far as he is able to do sn 
under the laws of his state. The com- 
missioner of Connecticut absented him. 
self from the convention this year, be- 
cause he did not care to commit- himself 
to the acceptance of any conclusion 
which the majority of the convention 
might reach, 

The committee on legislation in accord- 
ance with the instructions of ttie con- 
vention adopted last year, made a report 
respecting progress towards agreeing 
upon certain essential principles of legis~ 
lation which might be uniformly adopted 
by the several states. The committee 
stated that it had communicated with 
each insurance department represented at 
the Hartford convention, asking for sug. 
gestions in regard to this important «‘ues-~- 
tion, and that replies thereto had been re- 
ceived from five states, namely, Illinois, 
Massachusetts, Michigan, New York ana 
Vermunt. Some of the suggestions made 
by these <d'fferent states are most inter- 
esting and indicate that on some points, 
at least, it would probably be possible 
to devise uniform laws which would be 
adopted by a portion of the states. The 
work of the commissioners upon this par- 
ticular question has been greatly stimu- 
lated and aided by the committee on 
legis!ation of the Natonal Association cf 
Local F’re Insurance Agents. 

The committee on legislation was this 
year instructed to submit a further re- 
port at the next meeting, embodying the 
most practical suggestions which it 
might receive during the year in regard 
to uniform legislation. In this work they 
will receive the warm assistance and co- 
operation of the National Agents Asso- 
ciation. Tne outlook is that, under exist- 
ing conditions, some practical steps will 
be taken towards securing the uniform 
legislation which is so much desired. 


conclusions of 
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The Insurance Press on the National Convention.— Endorsements from the South, East, and 


West.— Strong Tone of Opinions Noticable.— Great Future Predicted for the Agency Movement. 


The National Association of Local Fire 
Insurance Agents again demonstrates its 
right to consideration as a strong factor 
in the business of fire underwriting. Its 
deliberations last week at Put-in-Bay 
were characterized by conservatism and 
good judgment, and not only strengthened 
the movement among the country’s local 
agents, but gave emphasis to its power 
for good in all matters vitally affecting 
The 
point of the company was never lost sight 
of, and in all that 
careful consideration was given the com- 


the interests of companies. view- 


was done the same 
pany’s position as that of the local agent. 

The reports from states show what the 
movement is accomplishing 
about that which the insurance business 
has been weeping for all these years—the 
education of the agent in his relation to 


in bringing 


the public, and, more important, the edu- 
cation, through the agent, of the p2ople. 
In eloquent testimony is the remarkable 
successes reported from all sections of 
legislation forestalled that sought to make 
There 
can be no doubting the good purpose of 
an organization that stands ready to so 


hard sledding for the companies. 


battle for the companies and that poss- 


eses a power in moulding or defeating 
legislation that is denied to any company 
The 
uniformity of the assistance rendered 
companies by the state associations in 
matters of legislation was one of the in- 
teresting developments of the convention. 
The 


of unusual interest, and in the National 


organization or to any company. 


political future of the local agent is 


Association he is getting his early de- 


velopment and the right sort of education. 

The spirit of the meeting last week was 
for better relations between companies 
and the betterment of the 
In all the 


one criticism rang 


and agents 
personnal of the agency force. 


testimony presented, 


out strong—that companies, in their greed 





for business, have grown indifferent to 
the character of men they appoint as their 
The class of men 
make 


trusted representatives. 
at this meeting would 
such comment. 
tion of the National Association was there 
represented so high an average of the in- 
telligent, interesting local agent, who is 
a real underwriter, as was seen at Put- 
They came to be interested, and 


naturally 
At no previous conven- 


in-Bay. 
followed closely the 
Nearly every one present had something 
of interest to say, and it 
well said. They demonstrated that this 
movement had agency 
opinion of the country and that they fully 
comprehended its scope. 

There should be no unfavorable impres- 


convention’s doings. 


was generally 


marshalled the 


sions drawn from the small attendance 
which was disappointing only in num- 
bers. They came as delegates, represent- 


ing strong, active state associations. 


There was not the slightest evidence of 
a falling off in interest in the movement. 
nearly state re- 


On the contrary, every 


inereases in membership 
They are no longer grop 
They feel a broadening 


ported marked 
and usefulness. 
ing in the dark. 
of their views of what the business holds 
out for them, a greater personal compre- 
hension and enlarged appreciation of their 
profession as local agent.—Insurance 
Field. 
cs et 

The meeting was the snappiest and most 
business like of any yet held by the assv- 
ciation: As a result of the convention the 
National Association starts another year 
with decks cleared to battle for the prin- 
ciples in the defense of which it was con- 
ceived. 

Nowhere else in the world has the sys- 
writing fire through 
agents on commission been adopted with 
any ethical appreciation of the position of 
In America, alone, is. there a 


tem of insurance 


the agent. 
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profession or extensive business known as 
To preserve this 
to strengthen the 


local fire underwriting. 
peculiar condition and 
commission agent as an integral part of 
this 
by removing the causes which were work- 


system of conducting the business, 
ing for its dissolution, the National Asso- 
ciation was started. Incidentally it is ac- 


complishing a great deal of work which 


does not bear directly on this ultimate 
end, but its primary object is the preser- 
vation to the local agents of the country 
of their livelihood intact. 

On the of the 
agency system as it is, it might be added, 
depends not only the occupation to a large 


degree of the special agent and the man- 


continuation American 


ager, as well as of the inspector, the clerk 
and even of the insurance journals. 

To those have attended all the 
conventions the most notable 
just held 


discussions, 


who 
national 
thing about the 


one was the 


elevation in the tone of the 
the improved broad-mindedness of the 
delegates, the simplified ease with which 
salient points were grasped and the busi- 
ness transacted. Perhaps the latter was 
due partly to the fact that the convention 
was purely a business meeting, and that 
outside of the Ohioans present most of the 
attendance was of delegates purely who 
came prepared to transact business; but 
there was something in addition to this 
which indicated that the pulse of local 
agents all over the country in their inter- 
est in the ethical and profesisonal side of 
their business has been quickened by the 
agency movement. Not only has the asso- 
ciation directed the local agents into new 
and broadening lines of thought, but it 
has developed them into independent 
thinkers and leaders of the cult in their 
various section.—Western Underwriter. 
ss OM 

Put-in-Bay has witnessed another suc- 
cessful convention of the fire agents, and 
has given added evidence of the good 
work which such a movement among the 
field workers of the country can accom- 
pish, if wisely directed. Co-operation 
with the 


interests of fire 


companies to advance the 
must 
with 
object 


insurance 
principle 
that 
should be perverted to an attempted an- 


remain a fundamental 


the association. If ever 


tagonism of field workers against capi- 
talistic employers, the usefulness and the 
strength of the organization will be gone. 
This has been the curse of trade unionism, 
and this has, doubtless, been the fear of 
those underwriters who have looked ask- 
But there is no 


ance at the movement. 


reason for such a pervertion. The rela- 
tion of the agent to his company is not 
employee. He is its 
representative, much 
within the scope of his 


that of a mere 


authorized and as 
a part of itself, 
employment, as is the president 
office. Every thus far, 
been, and should be, an assemblage, not of 
of a 
great with 
powers in its prosecution, and concerned 
Let this spirit be rigidly 
the success 
What 
line 


in his 
convention, has 
employees, but of representatives 
business interest, vested 
for its welfare. 
adhered to, and, we believe, 
of the association will be assured. 
in the 
has well 


it has already accomplished 
of reforms President Markham 
set forth in his address.—Monitor. 


ee 


Conservatism, the saving principle of 
such an organization as that of the local 
agents, dominated the national conven- 
tion at Put-in-Bay. The delegates 
no mistakes, although there were many 
opportunities and several narrow escapes. 
Under leadership, they held the 
movement to the lines along which it was 
within ‘which be of 
service, resisting all temptations to em- 


made 


wise 


started and it can 
bark in campaigns which might be bene- 
ficial but would be more apt to be demora- 
lizing if not destructive. 

If the convention was happy in what it 
did not do, it was equally so in its posi- 
tive achievements. A new constitution 
was adopted, suited to the greater re- 
sponsibilities and duties of the maturer 
organization, which were hardly dreamed 
of by its founders. The point over which 
there had been the greatest discussion, 
both before and during the meeting, the 
granting of the veto power to the commit- 
tee on legislation on proposed action by 
states which might be deemed inadvisable 
by it, was referred to the states for action, 
to be operative when it had been con- 
firmed by twenty-five state bodies. The 
need for such a check was generally con- 
ceded, the sentiment of the delegates was 
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overwhelming in favor of its adoption, 
but as there were a few protests, and the 
organization wished to preserve its no- 
table record for unanimous action on all 
matters of importance, this course was 
decided upon as one which would merely 
delay the decision a little and would dis- 
arm all criticism. 

The conservatism of the meeting was 
the more commendable when the excuses 
for radicalism are considered. There were 
many protests against such abuses of the 
business as overhead writing, multiple 
agencies and rate cutting, but no unwise 
crusades were entered upon. The pro- 
tests served to record the feeling of the 
great body of local agents against prac- 
tices which they know to be injurious to 
themselves and believe to be dangerous 
to the future of the business. With the 
organization growing as it is in strength 
and influence, the moral influence of its 
associated thousands will be much more 
effective than retaliatory action which 
would antagonize others, 
and range still more in stubborn opposi- 
tion. As it is, the last excuse for mana- 
gerial antagonism is about to be removed, 
and both branches of the great insurance 
army can hereafter stand and fight to- 
gether against the common enemy. 

If the attendance was small, it was of 
the highest grade. The absence of dis- 
tractions at Put-in-Bay kept the dele- 
gates to their work, and the sessions were 
bright and interesting. All the reports 
were encouraging, the crisis seems to 
have been passed safely, and the future 
of the organization is bright.—Insurance 
Post. 


irritate some, 


SS £ Ss 
“It may be fairly said of the annual 
meeting of the National Association of 
Local Fire Insurance Agents, held during 
the past week at Put-in-Bay, that while 


AMONG THE WORKERS IN 


Conditions in Ohio.— A. P. Ross. 

There are about twenty-five hundred 
fire insurance agencies in Ohio, collecting 
annually over $8,000,000 in fire premiums. 
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there was outspoken condemnation of the 
multiple agency system and of rate-cut- 
ting, the tone of the meeting was, to a 
considerable extent, conservative. It 
must not be forgotten, in judging of the 
meeting, that the delegates would na- 
turally make a strong presentation of 
their case. But at the same time they 
recognized freely the rights of others and 
the leaders showed a strong desire to be 
reasonable. 

“Of the general result of the convention 
it may also be fairly said that it has 
strengthened the association. Represen- 
tatives of the State associations have been 
able to point to important results gained 
by means of combined effort in stemming 
hostile legislation and will be encouraged 
to still greater effort. There was no 
friction at any of the sessions, but, on 
the contrary, much enthusiasm. And we 
believe it reasonable to expect that the 
good sense and conservatism shown by 
the of the asociation will be 
sufficiently strong to turn that enthusi- 
asm into channels profitable to all the 
interests of the business alike.’’—Investi- 
gator. 


leaders 


ses SF 

With a single exceptional episode, the 
proceedings at the local agent’s conven- 
tion went like clockwork. The president’s 
address was dignified, exhaustive and con- 
vincing, the other papers and addresses 
well considered and interesting, the re- 
ports on local conditions in response to 
the call of states cheering or saddening, 
humorous or serious, as the case might be. 
Harmony and confidence in the potency 
of the association were the keynotes of 
the convention. The meeting was a great 
success, and the association adjourned 
stronger than ever and more confident 
than ever of its power in the business.— 
Weekly Underwriter. 


THE AGENCY MOVEMENT. 


The fire premiums reported to the in- 
surance department for the year ending 
December 3ist, 1900, were $8,424,594.89, a 


gain of $701,200.14 over the year 1899. 





204 


The diligence exercised by the local, is, 
in a measure responsible for the increased 
Fire 


have 


business. insurance 
Ohio 


annual 


volume of 
conditions in improved 
since’ the meeting of the 
National Association in 1960, and in some 
localities, the methods have been re- 
formed through the system adopted by the 
State 

The Ohio association 
condition. 


association. 
is in a healthy 
The plan of local county asso- 
ciation—auxiliary to the state association 
—adopted in Ohio, has been successful in 
introducing new features and 
for the better in many localities. 


three local 


changes 
Thirty- 
associations have been esta- 
blished in as many counties in Ohio, and 
in a majority of them, the conditions have 
greatly improved, 


shown 


and the business has 


marked increase since the intro- 
duction of the system. 

In three counties, executive, or stamp- 
been chosen by the 


jurisdiction 


ing, secretaries have 


agents, who have over the 
business of the members throughout the 
county. The result of this plan has been 


very satisfactory, and members from a 


number of other counties in which local 
established, are 
discussing the advisability of adopting the 
same system. 


associations have been 


Several cities in which 
strong local boards are in operation, are 


practically a part of the state association 


system, and as the entire membership in 


smqid 
Saia 


boards are represented in the asso. 
ciation, such organizations are of great 
assistance in supporting the agency move- 
ment, and their influence is of unusual im- 
portance. 

The local 


Ohio 


association feature of the 
Association what 
improving the fire insur- 
ance business in a 


has demonstrated 
can be done in 
county, if strongly 


supported by a majority of the agents 


residing therein. It been 
claimed by the officers of the Ohio Associa- 
tion that its plan 


in the 


has never 
will cure all the evils 


business, but in order to bring 


results in this state prominently before 
the agents it was decided to have some 
sort of local crganization, and the county 
plan was and adopted as 
being the best to meet the emergency. 
This Ohio idea is 


tions. 


agreed upon 


a creature of condi- 
It is not offered as a panacea for 
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all the ills in the insurance business. It 
has proven beneficial in Ohio, but no 
system can be successful unless well sup- 
It requires time 
and patience to establish local associa- 
tions, and, like other organizations, much 
time and labor must be given them, after 
established, to keep everything in smooth 
runnning order. 

There has been some comment by the 
insurance press upon the action of the 


ported by the agents. 


Ohio Association in pursuing a peculiar 
course, differing from that of any other of 
the state associations. Those members 
who fully understand the situation in 
Ohio, must agree that local organization 
is essential to the life of the parent body. 

The present plan was devised to meet 
the needs of the hour. In Ohio, the rules 
of the National Association are being 
generally observed by the members of the 
State Association. 
overhead 


Complaints against 


writing have almost ceased. 
The brokerage question has been recog- 
nized, and while the National Association 
question is 


particular 


rule upon the brokerage 


generally observed, in some 


agents have refused to place 


business for 


localities 
an agent outside of the 
country in which they reside, and in 
which the property is located, unless re- 
ceiving the full commission, such a rule 
being in force in several local organiza- 
tions, and in many cases has worked suc- 
cessfully, especialy so -when the business 
was offered through outside brokers. 
Companies in many places have reduced 
their representation to agency 


Members are carefully watching 


a single 
basis. 
and reporting companies and their repres- 
entatives who are not 
business in this state, and several viola- 


licensed to do 


ters of insurance laws have suffered a 
penalty. 

The Educational 
special agents who are now operating in 
Ohio—has the approval of the Ohio Asso- 
ciation, and through the different fire in- 


Bureau—composed of 


surance interests, it is expected that an 
be reached whereby all 
be concentrated upon a 
common basis, where all can support legis- 
lation which will be beneficial to all con- 
cerned. 


During the last session of the Ohio legis- 


agreement will 


interests may 
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lature, the Ohio Association was _ in- 
strumental in having placed upon the 
statute books, two laws; one known as 
the “Re-Insurance Law’’, and the other 
the “State Fire Marshal Law”. The “Re- 
Insurance Law” is claimed by some agents 
to have worked a hardship to them, but 
as the measure was supported by a large 
majority of the members, and the results 
are proving satisfactory to the larger 
numbers, it is certainly a good law and 
should not be disturbed. A bill similar 
to the New York law, allowing insurance 
to be placed in unauthorized companies 
after capacity of authorized companies is 
exhausted, is in the hands of the confer- 
ence committee. The “Fire Marshal 
Law’’, which became effective August Ist, 
1900, has brought good results. 

In the insurance press, an article has 
appeared touching upon the bulleting of 
companies who persist in cutting rates. 
In Ohio we have some agents who are de- 
moralizers “from way back”. What shall 
be done with them? Bulletin demoraliz- 
ing agents as well as cut rate companies. 
The unprincipled agent should go. There 
is no room in the agency movement for 
the rate cutter, rebater, underhanded bus- 
iness getter, and general demoralizer. 
Such should be retired, and I am glad to 
report from Ohio some successful action 
along this line. An agent who has an 
eye solely for the commission he obtains 
from a premium, is not qualified to repres- 
ent any company, and if continued, will 
sooner or later get the company, himself, 
his friends, and the policy buyer into 
trouble. 

If the Ohio Association has made any 
errors, a majority of its members are 
responsible for them, and as a majority 
have approved all matters of legislation 
—after submitting the bills to under- 
writers who are certainly entitled to credit 
for their superior judgment and who ap- 
proved the measures—members must abi‘le 
results; but whatever was done has been 
for the benefit of the larger numbers. 

The Ohio Association has a 
committee, empowered to confer with 
committees of fire insurance organiza- 
tions, which is ready and willing at all 
times to take up matters touching legis- 


lation in Ohio. The State Association 


legislative ” 
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will support any measures for the better- 
ment of the business which may be 
adopted by the National Association, of 
which it is a part. 

Investigation is invited as to our plan of 
operating in Ohio. The Ohio Association 
stands to-day for all that is right and 
proper in fire underwriting. In 
clusion, permit me to state that the mem- 
bers from Ohio are entitled to great credit 
for the loyal support given the National 
and State Associations, and for their 
strong efforts to “support right principles, 
and correct bad practices in fire under- 
writing.” 


con- 


st Fe 


Pinkham’s Report for Maine 

Mr. H. N. Pinkham, of Portland, Me., 
chairman of the executive committee of 
the Maine Association, is one of the 
most active workers in the National As- 
sociation, and as chairman of the com- 
mittee on organization has performed 
effecient service in promoting and build- 
ing up the state association. 
and characteristically pointed report re- 
garding conditions in Maine, in response 
to the call of states at the recent 
vention, was one of the best made. He 
said: 

‘“Maine’s population is about 550,000; 
premium receipts about a million and a 
half, and we have some 400 agents. Our 
state association has 198 members. We 
have about all the agents we want and do 
not care whether the cross-road agents 
come or not. We find they do not help us 
any. In the matter of 
work 


His concise 


con- 


legislation, our 
in the 
of a still hunt, in which we succeeded in 
defeating an anti-compact bill. 


last year was entirely line 
Our lead- 
ing agents do not believe in running to 
the legislature except for the purpose of 
heading off bad legislation. It is, pos- 
sibly, all right to ask the legislature to 
pass a fire marshal bill. We already 
have a very good fire marshal law; but 
after talking matters over in our associa- 
tion we concluded it was best to keep 
clear of legislation except in self defense. 
We are opposed to deposit laws and are 
sorry to see that some of the state asso- 
How 
many companies in this country can af- 


ciations are urging their passage. 





206 Monthly Journal of Insurance Economics 


ford to make a deposit in 49 states and 
territories of even $25,000 each? It is a 
mistake to advocate such legislation;it is 
an imposition on the companies. We 
want the companies with us. We want 
to work together with them in harmony, 
and the passage of deposit legislation is 
distinctly against the interest of all com- 
much troubled with 
question and have 


panies. We are not 
the multiple agency 
made the special agents of the companies 
feel that among, the 
agents is against the practice.” 

Mr. Pinkham’s statement in regard to 
the attitude of agents toward state legis- 
By many 


public sentiment 


lation is a most pertinent one. 
agents it is regarded that the right posi- 
tion to take in the matter is one of self- 
defence purely. Those who have had ex- 
perience in the matter seem to feel that 
it has been a mistake for agents to ini- 
tiate special and that by so 
doing they have not only failed to accom- 
plish effectively the objects aimed at, but 
have directly and ‘brought 
about other legislation of an undesirable 
Their opinion is not that the 
agent should remain out of politics; on 
the contrary, they hold that like every 
other citizen it is his duty and privilege 
to take an active hand in public affairs; 
but the is that he should be 
passive in legislation 
designed to favorably affect his own in- 
terests or those of fire insurance at large, 
and active only in defending himself and 


legislation, 


encouraged 


character. 


contention 


regard to special 


his business from restrittive legislation. 


sx Ss 


High Commission and Multiple Agencies. 

As showing the relation between 
high commissions 
the following statement made at the re- 
Associa- 


close 
and multiple agenci-s 
cent convention of the National 
tion, by Mr. Ralph W. Lee of Washing- 
ton, D. C., is significant; 
“The 
been a 


agency question has 
with us for several 


attempted to settle 


multiple 

bug-a-boo 
years. Last year we 
the proposition but only succeeded in dis- 
ruping the local board. Since then a 
license Jaw has been passed in the Dis- 
from which good re- 
At the same time we 
the evil. The 


trict of Columbia, 
sults are expected. 


do not believe it will cure 


question of preferred business has been 
advanced. I am thoroughly convinced 
that every class of risks should be equal- 
ly acceptable to the company; that the 
percentage of profit from each class 
should be practically the same. In 
Washington we have one local company 
which writes nothing but brick dwellings. 
It has forty agencies, many of whom get 
as high as 50 per cent. flat commission. 
I believe the large companies are going 
to take up the question of preferred busi- 
ness and make an attempt, at least, to 
place all classes upon an equal footing.” 
te 
Southern Cotton Insurance. 

The fact that the interests of 
agents are in a sense diversified, was em- 
phasized at the recent convention of the 
National Association, when some of the 
Southern delegates were led to believe that 
a sentiment existed among Northern 
and Western agents not in sympathy with 
them in respect to the cotton insurance 
situation in the Southern states, particu- 
larly as to the re-insurance of the marine 
shore end risk by fire companies. The 
Southern agents understood that the 
chairman of the grievance committee of 
the National Association had, or would, 
rule that such re-insurance was not over- 
head writing, and naturally, where their 
interests were so heavily involved, they 
felt apprehensive as to the treatment their 
interests would receive at the hands of the 
National Association. 

The cotton question is a big problem for 
the Southern The loss to them 
in premium account of the 
writing of the shore end risk by marine 
its subsequent re-insur- 


local 


agents. 
income, on 


companies, and 
ance through fire companies, is enormous. 
The president of the Alabama Association 
stated at the recent convention that out 
of some $250,000 premiums on cotton in the 
city of Birmingham, not more than $500 
was handled by local agents. The dele- 
gation from Georgia, also gave similar 
testimony, and it is clear that the asso- 
ciations in the South propose to do all in 
their power to secure a larger share in 
the cotton premium income. 

It is learned that the question as to 


whether or not the re-insurance of the 
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marine shore end risk by fire insurance 
companies is overhead writing has never 
been considered by the grievance commit- 
tee of the National Association, no com- 
plaint having ever been placed before it. 
The fact of the case seems to be that local 
agents in the North and West have little 
appreciation of the situation as it exists 
in the South, and therefore are not compe- 
tent,, as yet, to express an opinion in re- 
gard to this important question. They 
would, however, welcome a discussion of 
the question, and if the Southern agents 
have just cause for resentment against 
those companies which, as they claim, 
are practicing overhead writing by rein- 
suring marine companies, there is not 
the slightest reason for supposing that 
they will not obtain fair treatment before 
the grievance committee. 

It certainly would do no harm to sub- 
mit a case in point to that committee and 
give it an opportunity to inquire carefully 
into all the facts bearing upon the situa~ 
tion. If the local agents of the South 
have a just grievance in regard to this 
matter, they have a right to expect the 
co-operation and assistance of agents in 
all parts of the country. The Nationai 
Association has declared itself against 
overhead writing by either companies or 
agents, and if the reinsurance of the shore 
end risk of marine companies is overhead 
writing, in fact, the National Association 
must stand by its principles and declare 
against it. 

ss SF 
Agents can now be Protected. 

A prominent leader in the agency move- 
ment has this to say in regard to the pro- 
tection now afforded the local agent 
against the company which undermines 
his business by cutting rates. He says: 

“The National Association of Local Fire 
Insurance Agents has gone on record em- 
phatically in opposition to the company 
which cuts rates in some sections of the 
country, while accepting the benefits of 
co-operation in others, and it has in- 
structed its executive committee to devise 
and put into operation plans which will 
effectively protect the interests of local 
agents against this practise. It seems to 
me that under the circumstances a special 


inducement is now afforded 
in all sections of the country, particularly 
in smaller places, to join the associations 
and thus secure the right to ask for the 
protection so frequently needed. In- 
stances are constantly occurring where 


local agents 


companies attempt to inaugurate rate 
wars in particular localities from selfish 
motives and without due regard for the 
interests of the whole body of local agents. 
As a rule, these rate wars are inaugurated 
where the agents are not strongly or- 
ganized, or where they have no close 
affiliation with the State or National As- 
sociations. An examination of the ques- 
tion will undoubtedly show that compan- 
ies think twice before thus jeopardizing 
the interests of agents in localities where 
the co-operative been 
strongly developed. Therefore, the agents 
of the country everywhere should now 
rally to the support of the National Asso- 
ciation purely as a matter of self-interest, 
if for no other reason. 
already 


movement has 


Some of them may 
need the protection afforded by 
the organized movement, while a rate war 
is at all times possible in any locality. 
The agent should see that he is in a posi- 
tion where he can command the co-opera- 
tion of the National and 
where he will feel justified, whenever an 
emergency arises, in calling for the sup- 
port and co-operation of fellow agents in 
all parts of the country. I believe that the 
officers of our State and National Asso- 
ciation should give particular emphasis to 
this phase of the question, and urge it 
strongly upon those agents who have not 
yet become affiliated with the movement.” 
st se 


Multiple Agents in Louisville. 

The “Insurance Field’ presents a most 
interesting tabuJation, showing the prog- 
ress of the single agency reform in the 
city of Louisville. This reform was in 
augurated on January 1, 1896, and pro- 
vided that no agent should represent a 
company which appointed a dual or multi- 
ple agency after that date. By process of 
change, as well as by a desire of the com- 
panies to meet the wishes of the local 
agents, the situation has gradually been 
cleared up, until today it is altogether 
in a very satisfactory condition. 


Association 


Six years 
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ago 22 companies in the city had but one 
while 64 were represented by two 
or more agents. At the present time 63 
companies have but one agent, while 19 
have two agents and 15 three agents. 

Louisville is a most 


agent, 


The experience in 
striking illustration of what can be done 
by the local agents in particular localities 
where conditions are favorable, in modi- 
fying, if not wholly checking, the multipl- 
agency evil. Louisville is perhaps the 
best evidence of the progress which has 
been made since the agitation in favor of 
In other local- 
made, al- 

In some 


single agents first began. 


ities progress has also been 
though not of a similar nature. 
multiple agency evil has in- 


co-operation of 


places the 
creased and the outside 
forces probably be 
any substantial progress can be made. 

place 


will essential before 


One of the latest companies to 
its business upon a single agency basis in 
Louisville is the Phoenix of Hartford. The 
action of this company is of particular sig- 
nificance, in view of the fact that as a 
measure it felt compelled 


for the 


protective 
“auxiliary” agents purpose of 
some time ago to establish what it called 
meeting the competition of the Hartford, 
which it claimed at that time practically 
maintained a dual agency system through 
the New York Underwriters’ Agency. It 
has been understood that the Phoenix is 
strongly in favor of the single agency sys- 
tem, believing it would be better for the 
whole, if the companies 
had but one representative in each local- 
claimed 


business, as a 


ity. The has always 
that its 
agents was forced entirely by the action 
duplicating their 
agency Whether the po- 
sition taken by the Phoenix at Louisville 
forestalls any general change of policy in 
agents is not 


company 


action in establishing auxiliary 


of other 
representation. 


companies in 


regard to its “auxiliary” 


known, but in all probability it is the de- 
sire of the company to meet the wishes 
of local agents in regard to the matter 
and to trust to them to rectify any in- 
equality of opportunity which may result 
to the company in competition with other 
companies. 
Ss MS 

A Stumbiing Block. 

A certain special agent, 
visited 


“For instance, 
long time ago, 
an important city for the purpose of 
securing a local representative. He called 
upon the several agents, one of whom had 
just returned from a meeting of the State 
Association of Local Agents, where he was 
accredited with having delivered the 
“hurrah” speech of the hour in favor of 
the single-agency system. Five of the 
companies he represented were operating 
two agencies in his town. The special 
agent tendered to him the sole agency of 
his company, which, by the way, enjoyed 
a more handsome financial showing than 
any of the so-called ‘double headers.” 
His offer was declined with thanks, for the 
reason that said companies had consider- 
able business on their books, and because 
the agent refused to fight the battle which 
he claimed would be forthcoming if he 
resigned. The local agents must not ex- 
pect the companies to do for them what is’ 
within their province to do for themselves; 
therefore, to further any principle which 
they may advocate they must first lend 
such movement their undivided support, 
and grasp every opportunity to advance 
it. Unselfishness must prevail, the value 
of principle must completely overshadow 
a specific interest, whether it be that of 
company or agent, and until that day 
shall come, unnecessary ills will be ours 
and improvements in general] will be pro- 
vokingly hindered.’’—Fred W. Williams. 
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